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HEPORT,' OF COXE\IITTEES ON PUllLIC BILLS A:\"'D 

TIESOLU'l"'IONS. 

\nuer clause 2 of Rule XIII, 
l\Ir. GRH'FIN. from the Committee on Pllulic Building antl 

Grounds, to which was referred the bill (H. R. 13026) to author­
ize the Secretury of the Treasm·r to protide hospital and -sani­
tarium facilities for discharged ·sick u.nu (\i abled .soldi-ers and 
.sailor ·, Tevoctetl the same with amendment, accompanied by a 
report ( ~o. 879), which aid bill and report '""ere refe.rre!l to 
the '{)mJuittee of tile Whole House on the -st.ate of the Union. 

PUBLIC BILLS, :RESODUTIONS, AND .MEMORIALS. 

Under clause 3 of llule:XXII, bills, resolutions, -and memorials 
:were introtluced llftd severally ref&red as follows : 

lly Mr. SM.ALL~ A bill (H. R. 13462) making appl'OPl'iations 
lor tl.le _construction, repair, and .presen-ation of certain public 
work on rivers and harbor-s, nnd for other purposes; to the 
Committee of the Whole House on the state of the Union. 

By .Mr. CR-AMTON: A bill (H. n. 13463) to amend section 3 
of public act No. ~06 of the Sixty-fifth Congress, entitled "An 
nct to save da_y_light and t.o provide standard time for the 
United Stutes," approved l\Iarch 19, 1918; to the Committee on 
Inter tate and Foreign ~-commerce. 

l1y 1lli·. t])E.Nfr {by request) : A bill (H. ·R. 13-!64) to amend 
the medal · of .honor', disti.nounished-s&vice eros ·es, n.nc1 tlis­
·..t.inguished-service medal. :provisions of the .Army .appropri-ati011 
a t, a:p11roved July 9, 1918; to the Committee on Military ..Affairs. 

..:.<\.~so, a bill (H. R-.13465) to create .in the Army of the United 
''State a corps to be known .as the Corps -of Chaplain ; to t'he 
·Committee on Military Affairs. 

By 1\lr. BANKHEAD: A bill (H . .ll. 13466) making certain 
-ltelllS ·of approprintiou.eontained in :section 8 of the ·mcational 
· .rehabilitAtion .aet, approved June 27, 1918, availa-ble for -addi­
tional tpurposes and .construing the term "family allowance;" 
as contained in section 2 thereof; to the Committee on Appro­
priations. 

By l\lr. DKr..~T (by request) : A uill (H. R. 13467) fixing the 
1·auk, pay, and allowance· of chaplains in the Army; to the Com­
. mitt e on l\Iilitary Affairs. 

By .Hr. 'VHITE of Ohio: A bill (H. .R . .134G8) to-provide .an 
-extension to the :post office at Zanesville, --Ohio; to the Committ--ee 
_on Public Buildings and Grounds. 

By J\.lr. CRAl\.ITON~ A. bill (H. R. :13469) to authorize Jbc 
Secretary of -the .Interior to issue patent -in fee imple to the 
county of Huron, in the State of Michigan, for a certain-described 
tract of land for public park purposes; to th-e Committee on the 
.PuLlic Lauds. 

PRTV ATE BILLS .AND RESOLUTIOXS. 

vnder clmlse :1. of .Rtlle XXII, :private 'bilLs nnd ~·e._ olutlons 
were introduced .and sever-ally .referred as -follows.: 

1 , By 1\Ir. BURROUGHS: A bill (H. 'It "13470) for the relief ·of 
1 John Chiek ; to -the COIIllllittee on 'Militru·y AIIair · 
. B~· Mr. CARA WA.Y: A bill (H. R. 13471) granting n pension 
to '.rhomas \V . . Breckenridge; to the Committee on Pensions. 

Hr .l\Ir. COX: A blll (H. R. 13-!72) granting a pension to 
i.Ll!UI r Sloan; :to the C-ommittee on Inv.alid Pen ion·. 
'I Also, _a bill (H . .R. 1.3473) granting a.n increase of pension to 
'Jacob Eberts; to rtbe ·Committee -on Irrv.alid Pensions. 

1 Also, a bill (H. R. 13474) granting -n ·pension to Ella l\L'ly 
Sloan; to the Committee on _Invalid Pen ions. 

i. By Mr. DENTON: A bill (H. R. 13475) gi·anting a pen ·ion to 
.Greenup T. Berlin; to the Committee on Invalid Pension . 

:Cy Ir. LINTHICUM: A bill (.H. R. 13-176) granting tt pension 
'to George Polleti; to the Committee on Pensions. 

B y 1\fr. M-ONTAGUE: A bill (H . .R. 1"3477) grm:lting ·an in­
·cren . e of pension to Young W. ·Cordell; to the Committee on 

I :Pensions. 
By 'Mr. ROUSE: A bill (H. R. 13478) granting an increase 

:..Of pe-nsion to 'William Doone; to the Committee on :Inmlid 
: Pens ions. 

By l\Ir. WHITE of Ohio: A bill (H. R.' 13479) granting a 
pension to Rhoda E. Pryor; to the Committee on Inv.alid 
).>en.Jons. 

PETITIONS, ETC. 

Under clau e '1 of Rule XXII, petitions and _pap~.rs were laid 
pn the Clerk'. desk and refeued .as follows: 

J~y 1\Ir. CURRIN of Michigan: Petition -of R. A. Elias, WTI­
limn E. Strong, Nelson Dow GriswoldJ Herbert S. Beckwith, 
Ronn1d P. Lowry, and ,V. A. Robinson, jr.,. -am-ateur wireless 
ppemtor ·, protesting against Ho~1se bill 13159, which provides 

for the taking O\et' of all nullo stations· to the Cou~mittee on 
the 1\Ierclu.rnt l\Iarine and Fi-·herles. ' 

Ey Mr. K.El~~"EDY of :Hhodc Island: Re ·oh1tion of board of 
aldermen of the city of .... Tewport, R. I., protesting .abandonment 
of. work on housing propo ·ition at Newport, n. I.; to the Com­
Imttee on Public Buildings· a nll Grounds. 

By Mr: LTI 'THICUM: :B . ·oiution of the Bapt is t Minister. ·' 
C:Onference of Baltimore and neinity, urging a league of na­
twns ; to the Committee on 'Foreign Affairs. 
.. By l\lr: .RAKER: B1·ief of Dr. Wilson Compton, relatlYc to 
the defimhon of " lnYesteU capitnl " as applying to the pen-ding 
.:reYenue .bill; to · he Corrunittee on ·:wars and Means. 

Also, petition of ·On.lifornhl White ;aru:l ·-Sugar Pine :'i\Iannfa:c­
tm'€rs' Assoeiation, relatiYe -to -capital, -surplus, and -'tmdividcd 
.profits in the revenue .bill; to the :Committee on "Vavs ancl 
Means. - ~ 
. lly 1\Ir. Sl\ITTH of:l\Iicllignu: Petition of H. A. Stafford, pl'es­
J.dent of the Brotherhood Railwa-y Clerk , Lodge ::No. 338 'Kala­
mazoo, "Mich., .favoring ·the retention of William G. McAUoo for 
Railroad Director; Jo the Committee on Inter tate .and !Foreign 

·CioiDrnerce. . . 
. :By 1\lr. v .A:RE_: Petition of residents of :Rhilade.lpliia, -;pl·otest­
_mg against .the -enactment of jegi ·lution restricting ·the use ·of 
wireless ap_paratu ; to the Committee on the Merchant Marine 
-and Fi-sheries. 

Also, memorial of P1Iila<le1phia l\Iaritime 'Exchange, indorsing 
resolufions adopted 'by the Atlantic Deeper ~"Va.terwa:rs A socia-
tion ; to the Committee on Rivers -and Harbors. . 

Also. resolutions of P e-nnsylvania Branch of Women'-s iEe.aac 
-Party -of Philadelphia,lliscn ;-in_g terms af peace~ to .the Commit­
. tee on Foreign .Affairs. 

Also, petition ~.of Logan Iron "' :Steel -Go., Philadelphia, -pro­
testing again ·t the _enactment of legislation 'looking to ·the ad0-1}­
tion of th-e metric~ tern; to the CoJlliliittee on-C-.oln..'lge, W~ights, 
.uncl .ME.>a ur s. 

SENA~E. 

~foxn.1Y, December BS, 1918 . 
(LegislatiL'C day ot Sunday, Doccmber 15, 191 . ) 

Tlie Senate met at 10 o'clock a. m., on the expiration of the 
recess. 

The VICE PRESID.EXT resumed th~ chair. 
Mr. WA.RREI~. Mr. Pre. ident, 1 _ sugge t the a b. encc of a 

!JUOl'UID. 
The VICE .PRESIDE~""T. The eeretary will .call the .roll. 
TJ1e Secretary ;called the roll, and t he following "'enators nn· 

.S\Yered to their names: 
Ashurst Johnson, S. -Da k. Penrose 
Chamberlain Jones, Wa b. Po1lock 
Cummin Keny-on £aulsbnry 
.Dillingham Knox Shafroth 
Gerry Lenroot She-ppard 
Gronna. -Martin.'Tu. -8immoru; 
Hale Nugent , mith, Ariz. 
Henuerson Overman -·mith, Ga. 
Johnson, Cal. Page Smoot 

Spencer 
Sterling 
Thomas 
Varua.man 
Warren 
William 

Mr. SAULSBURY. I deBire to announc iliat the enior 
Senator .from l\Iru·ylantl [l\Ir. SMITH] j · necc-sa.r.ily a-bsent _tern· 
,porai'ilY on very important business. 

The 'VICE r.llE.SIDE...~T. "Thirty-three Senators .lm.\e an­
swered to the roll can. "There is not a quorum pre ent. The 
Secretary will call the roll of absentees. 

The Secretary called the name · of the nb nt Senators, a.nd 
JUr. HITCHCOCK., 1.\lr. J.\.IC0UMDER, 1\.lr. 1\ldNA.RY, 1\lr. _rJELSON, .l\Ir • 
'PoTh-nEX'I'ER, :Mr. TIU--::n:lli:Lr., and Mr. WEE:KB answered to their 
,names when called. 

i\Ir . . KELLOGG, .1\Ir . .r TEW, 1\.Ir. _ .. or.ms, Mr. FR.h~CE, Mr. ·CuRTis. 
Mr. CULBER DN, Mr. KnmY, ?!11.·. UNDERWOOD, .l\Ir. Tow ~sE:XD, 'l\Ir. 

..McKELLAR, Mr. -Kl:NG,J\Ir. WATSON, Mr. LA FoLLETTE, Mr. SuTH­
.ERLAND, Mr . .!LuiDING, ·and Mr. PoMEBR"\E entered the Chamber 
and answerei:l 'to their names. 

'i.'llr. 1\Io:KELLAR. 1 wish to unnotmee that tlle seniot· s~nator 
f-rom Tennessee T.Mr. -8HIELD ] is absent on account of illne . 

l\1r. :SUTHEJRLAJ."l)· My coli~-<TU.e, the senior Senator f1·om 
"'West "Virginia VIr. GoFF], is detained by illness. 

!\fr. GERRY. I -desire to unnounce that the Senator from 
Kentucky Il\Ir. 'BECKHA:i\I], the Senator ·from Calif~ruia [l\1r .. 
PHELAN], the Senatm· from -""eYada (Mr. PrTTM.A _._- ] , and the 
Senator from Wyoming [l\Ir. KExDRICR] are detained o-n offiCial 
business. 

Mr. CURTIS. 'I wish to announce that the Senator from 
Illinois [Mr. SI-IEnMAN] is detained at home by i11ne ·;--;. 

The VICE -PRESIDENT. Fifty-seven Senators llaYe an­
swered to the roll roll. There is a quorum present. 
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CABLE SERVICE. 

The YICE PRESIDE~T. The Cllair lnv. before tbe Senate 
a communication from the Postmaster· General in respon. e to a 
resolution of the 10th instant, which will be im:erte(l in the 
RECORD and lie on tlte table. 

The communication is as follows: 
OFFICE OF 'riTE POSTMASTER GEXEll..I.L, 

Washingto11, D. 0., December 23-, 1918. 
The SECr:ETAnY UxiTED STATES SEXATE, 

· Was1ti11!7ton, D. 0. 
DF.An Sin: I haYe to acknowleuge"the receipt of Senate resolution Ko. 

37G, adopteu DP.cember 10, 1918, as follows : 
"Resolt:ed, That the Postmaster General be, and he is hereby, re­

quested to inform the Senate, if not inconsistent with the public seryice, 
whether information can be promptly asked for and received by cable, at 
the request of the immediate relatives of any officer or soldier in the 
oyerseas .service of the country, where no word has been received from 
f;Uch officers and soldiers for more than six weeks, as to whether such ­
ofJlcer or soldier was, on November 11. 1918, dead or alh·e .. " 

In reply I have to advise the Senate that all cablegrams have been 
clispatched as addressed by the cable companies, and while there has 
heen considerable congestion in the cable service, at no time has the 
d lay, so far as the cables are concerned, extended beyond a 'few days. 

'l'he operation of the cables is now under Government control and 
has been placed under a single managing bead in order to coordinate 
them and relieve such congestion with the hope that the coordination 
of cables will materially remove the delay. The Navy Department 
through the radio service 1H cooperating with this department and 
l'elieving the cables of large numbers of Government me sages. Steps 
have al ·o been taken to remove the bar against \)rivate code messages 
which, when accomplished, will still further relieve the load on the 
cable·. ·, 

The conuition reciteu in the joint }.'esolution uoes not seem to be 
in any way r elated to such congestion as has heretofore existed with 
nlation to the cable eJ.-vice. I am informed by the cable companies 
that many inquiries of the nature covered by the resolution have been 
sent to France but that only a small percentage of them have been 
answered. The <;able companies have no definite information as to the 
reason for thisr but report that in their opinion it is due to the fact 
that the parem:s and friends who send such messages are not advised 
as to whom the inquiries should be addre. sed or the whereabouts of the 
person addres. eu. It is also manifest that with the rapid movement of 
troops, the many ca ualties, anu the different locations of hospitals in 
Yarious sections of France and England to which the wounded were 
sent, it would be impossible in many cases to obtain the information 
which is so earnestly desireu by friends and relatives of the soldiers. 
The \Var Department, howeyer. would probably be able to furni h more 
. pecific information as to the difficulties encountered in delivering cable­
grams of this character. ~·either the cable companies nor the Postal 
• ·enire is in a position to Fpeak with respect to matters growing out 
of military operations. 

Respectfully, yours, 
.A. s. BunLEsox, 

Postma ter Uen e1"al. 
1\IESSAGE FRO:ll THE HOUSE. 

A me sage from tlle House of RepresentatiYe , by D. K. Hemp­
stead, its enrolling clerk, -announced that the House hnd passed 
n joint resolution (H. J. Res. 372) to amend Senate joint reso­
lution No. 78, approYed October 5, 1917, entitled "Joint reso­
lution to su~pend requirements of tlle annual asse sment work 
on mining claims during the years 1917 and 191 ," in· which it 
reque ted the concurrence of the Senate. 

EXROLLED BILLS SIGNED. 

The message also announced that the Speaker of the House 
had signed the following enrolletl bills, and they were there­
upon signed by tl1e Vice President: 

H. R. 12916. An act to provide for the temporary promotion 
of commissioned officers of the :Marine Corps sening with the 
Army; and 

II. R. 12945. An act pro\iiling for the purchase of uniforms, 
nccouterment , and equipment by officers of the Navy, Marine 

orps, and Coast Guard, and midshipmen at the Nantl Academy 
from the Go\ernment at cost. · 

PETITIOXS .A.ND MEMORIALS. 

Mr. TOWNSEND presented a petition of Lo·cal Lodge No. 
G50, Brotherhood of Railway Carmen, of Durand, l\Iich., and 
a petition of Mackinaw Lodge, No. 996, Brotherhood of Railway 
~armen, of Marshall, l\Iich., praying for the enactment of legis­

lation extending the time of Government control of railroads, 
'yhich were referred to the Committee on Interstate Commerce. 

He ul. o presented petitions of sundry school-teachers of North­
-rille, of sundry citizens of .._1\.llegan, of the Woman's Club of 

. Saginaw, of the teachers of the high school of Grand Rapids, 
of uudJ:y teachers of Republic, of the school board of Re­
public, and of the principals of the high schools of Lansing, 
praying for the e tablishment of a department of education, 
which were referred to the Committee on Education and Labor. 

?!Ir. LODGE pre ented a petition of sundry citizens of Boston, 
_Ia.·s., praying for the immediate withdrawal of American troops 

. from Russia, which 'vas referred to the Committee on Military 
Affairs. · 

He al o presented resolutions adopted by the ·war Service 
Committee of the Fur Indush·y of the United States, fay01·ing 
the elimination of the proposed tax on fur. , which were ordered 
to lie on the table. 

· He also pre ented resolutions adopted by the Jose11h Plunkett 
Brauch, Frienu.· of Irish Freedom, of Brighton, Ma>: ·., fayoring 
the freedom of Ireland, which were referred to the Committee on 
Foreign Relatiop_s. 

He also presenteu re olutions auopted by the congr galion 
of the First Pari. h Church of Cambridge, Mas ., anu resolutions 
adopted at ?- mass meeting of . undry citizens of Cambridge, 
Mass., favonng the creation of a league of nations for the main­
tenance of peace, which were referred to the Committee on 
Foreign Relations. 

He also presented resolutions adopted by tlle nited Irish 
Societies of Lowell, 1\las, ., and resolutions adopted l.>y Local 
DiYision No. 18, Ancien~ Order of Hibernians, of North Brook­
field, Mass., favoring the freedom of Ireland, which were re­
ferred to the Committee on Foreign Relations. 

Mr. ·w AHREN presented a petition of members of the J,ocal 
Board of Albany County, Wyo., praying for Government recogni­
tim~ of the work of the local boards in raising the National Army, 
which wa · referred to the Committee Ofi: Military Affairs. 

COST 0],~ WAR )TlTH GERMANY AND AUSTRI-A. 

l\Ir. :McKELL..ffi submitted the following resolution (S. nes. 
39G), 'vhich was read, con illered by unanimous con ·ent, and 
agreed to, a. follows : 

Resol~ed. That 1be Secretaries anu beads of the several executive 
c1epartment • as well as the heads of all separate bureaus, commissions 
boards, or similar bodies authorized to expend the public funds for war~ 
purposes b , and they are hereby, directed to furnish the Senate at an 
early practicable date full information and figures relative to the cost 
of the war with Germany and .Austria

1 
as shown (1) by the expenditures 

already made by their several · deparlJllents; (2) by the sums already 
obligated by their several departments to be hereafter paid; (3) any 
other costs of the war, such as the cost of transportation of· our soldiers 
t~~:~t'~etgnt~ih;~r~emobilization, or any other extraordinary expens&s 

Resol~:ed fm·thet·, That the Secretary of the Treasury be and he is 
hereby, directed to furnish, in addition to the cost of the 'war in his 
department, an epitome of the cost of the war in the various other de­
partments to the e-:-tent which it is shown by his books, together with 
t.~~~of:_l , thus ginng the complete cost of the war, as fur as hi books 

SENATOR FBO:ll WEST VrRGINll • 

1\lr. PO'.:\fERE~"'E . I am directed by the Committee on Privi­
leges and Elections to report a resolution to reimbur e the Sen­
ntor from the State of West Virginia [Mr. SuTHERLAND] for 
expenses incurred by him in defen e of his title to his seat in 
the Senate, and I submit a report (No. 628) thereon. I ask 
that the resolution be read and referred to the Committee to 
Audit and Control the Contingent Expenses of tl1e Senate. 

The resolution ( S. Res. 394) was read and referred to the 
Committee to Audit and Control the Contingent Expenses of 
the Senate, a.s follows: 

Resolved, That the Secretary of the Senate be, anti he heL'eby is 
authorized and directed to pay from the miscellaneous items of th~ 
contingent fund of the Senate to Ron. H OWARD SuTHERLAKD' a Senator 
from the State of West Virginia, the sum of $2,435 in reimbtirsement of 
expenses necessarily incurred by him in defense of his title to his seat 
in the Senate, said sum to be considered as a full and final settle­
ment of all expenses, including counsel fees, incurred by him in con­
nection with the said contest. 

1\lr. POMERENE. I ask that this matter be ill po ed of at 
once. I think the Committee on Contingent Expenses is ready 
to report. · 

Mr. JONES of New Mexico subsequently, from the Committee 
to Audit and Control the Contingent Expenses of the Senate. 
to which was referred the foregoing resolution, reported it 
fa\01'ably without amendment, and it was considered by 1mani· 
mous consent and agreed to. 

PRO;MOTIOXS IN 0\ERSEAS SERVICE. 

Mr: McKELLAR. From the Committee on Military Affnii·s 
I report back favorably, without amendment, Senate resolution 
359, requesting the Secretary of War to furnisll the Senate full 
information in reference to promotions in overseas service, and 
al o of officers who ha\e not seen o\erseas serYice, and so forth. 
and I submit a report (No. 629) thereon. 

I ask for the immediate consideration of the resolution. It is 
very short, and is of the same general nature as the resolution 
submitted by me u few minutes ago and which was adopted. 

The PRESIDING OFFICER (l\Ir. KING in the chair). The 
resolution will be read. 

The Secretary read the resolution, as follows: · 
Resol~:ed. That tho Secretary of Wnr be, and he is hereby, requested 

and directed to furnish to the Senat.: full information in reference to 
promotions in overseas service. 

Also, full information as to PL'Omotions already made of office1·s who 
have not seen overseas service. 

Also, any plans he may haye of equalizing promotions. to tlle end 
that those who have become entitled to promotions by rea on of service 
abroad or at home shall be accorded such promotion . 

The PRESIDIXG OFFICER. I there objection to the pres­
ent consideration of the resolution? 
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Mr. WILLIAl\fS. I am not prepared to allow that resolution 

to be agreed to just uow without question. At some later time 
I may not object. 

The PRESIDING OFFICER. Objection i made. The reso­
lution will be placed on the calendar. 

BILLS AND JOINT llESOL1.1"TION 11'\TRODUCED. 
Bills and a joint resolution were introduced, read the first 

time, and, by unanimous consent, the second time, and referred, 
as follows: 

By 1\lr. SHEPPARD: 
-~ bill (S. 5220) donating captureu cannon and cannon balls 

to the. city of Simta Anna, Tex. ; 
A bill ( S. 5221) donating captured cannon and cannon balls 

to the city of Galveston, Tex.; and 
A bill (S. 5222) granting honorably discharged members of the 

armed forces of the United States during war with Germany one 
month's furlough on full pay, transportation and subsi ·tence ex­
I>erises to their homes, and permis ion to keep and wear uni­
forms; to the Committee on l\Iilitary Affair . 

A bill ( S. G223) for the relief of the Alabama and. Con batta 
Indians in Polk County, Tex.; to the Committee on Indian 
Affairs. 

By 1\lr. CHAl\IBERLAIN : 
A bill (S. 5224) to prohibit intoxicating liquors and prostitu­

tion within the Canal Zone, and for other pur11oses; to the Com­
mittee on the Philippines. 

By l\Ir. FERNALD : 
A bill (S. 522-5) granting a pension to Sarah F. Robinson; to 

the Committee on Pen ions. 
By l\Ir. SHAFROTH: 
A bill (S. 5226) for the relief of Daniel W. Booth, alia Daniel 

Fnmtz; and 
. A bill (S. 5227) for the relief of Edward H. Lockwood; to the 

Committee on Military Affairs. 
A bill (S. 5228) for au addition to Rocky Mountain Kational 

Park, and for other purposes; to the Committee on Public Lands. 
A bill ( S. 5229) granting a pension to Elizabeth Crossley; 
A bill (S. 5230) granting an increase of pension to l\lary H. 

Doherty; 
A bill (S. 5231) granting a pension to Alice B. Elliott; and 
A bill (S. G232) granting an increase of pension to George C. 

Hazeltine; to the Committee on Pensions. 
. By Mr. KENYON: 
· A bill (S. 5233) granting a pension to Annie Tullis (TI"ith ac­
companying papers) ; to the Committee on Pensions. 

By Mr. HENDERSON (by request) : 
A bill ( S. 5234) to supplement an act of Congress appro\ed 

October 5, 1918 (Public, 220), and to authorize the Secretary 
of the Interio1', from the funds appropriated by said act, to de­
termine, adjust, and pay losses sustained by investments pre­
paratory to production of war minerals mentioned in said act; 
to the Committee on Mines and Mining. 

By Mr. HALE (for Mr. FRELINGHUYSEN): 
A joint re olution (S. J. Res. 201) relative to the payment of 

claims occasioned by or attributable to explosions at the plant 
of the T. A. Gillespie Loading Co. at Morgan, N.J., on or about 
October 4 and 5, 1918; to the Committee on lllilitary Affairs. 

A:UKXD~CENT TO DISTIUCT .APPROPRIATIO~ BILL. 

1\Ir. POINDEXTER submitted an amendment proposing tv 
appropriate $2,000 to aid the Columbia Polytechnic Institute for 
the Blind in the District of Columbia, intended to be proposed 
by him to the District of Columbia appropriation bill, which 
was referred to the Committee on Appropriations and ordered 
to be printed. 

CO::\IMITTEE ON PUBLIC INFORiUATION. 

1\lr. lOSES. I submit a resolution and ask that it be reau 
and lie upon the table. 

The resolution (S. Res. 396) was read and ordered to lie on 
the table, as follows: 

Resolved '.rhat the Committee on Public Information be requested to 
supply the bnited States Senate with copies of all matter filed in Europe 
by the committee or any of its agents since December 3, 1918, for cable 
or telegraphic transmission to the United States or to any neutral or 
allied country. 

EXECUTITE DEP .ARTME~T EMPLOYEES. 
- Mr. HITCHCOCK. I offer the resolution which I send to the 
desk, and I ask unanimous consent for its immediate considera-
tion. . · 

The PRESIDING OFFICER. The Secretary will read the 
resolution. 

The resolution (S. Res. 397) was read, as follows: 
Resol1:ed, That until the military, naval, and civil forces of the United 

Rtates have been reduced to the normal requirements of the Government 
the respective heads of the executive departments, including also the 
United States Shipping Board, the Food Administration, and the Fuel 

Administration, be, and are hereby, directed to report to the Senate, 
beginning Januar[l, 1919, and e>ery two weeks thereafter durin;; the. 
present session o Congress, the number of civil employees in thell' re-

-spective departments and the number discharged during the previous two 
weeks.- · · 

In addition to the abo\e the Secretary of War and the Secretary of the 
Navy are directed to report (>ach two weeks, beginning January 1, HH9. 
the number of omcers and enlisted men in active service in their respec­
tive <leparbnents and the number <lischarged or retired during the pre­
\ious two weeks. 

l\Ir. WILLI.Al\lS. .1\Ir. President, I do not see the immediate 
necessity of that resolution. 

The PRESIDil'\G OFFICER. Objection is made. 
l\Ir. HITCHCOCK. 1\Ir. President, "·ill the Senator from ~Iis­

sissippi permit me to explain? The resolution is simply for the 
purpose of . ecuring information so that the Senate may k"TlOW 
ho'v fast the civil employees are being discharged. 
. l\lr. WILLIAMS. But the Senator wants the information 
eyery two weeks, and that ·would embarrass the department 
with an unnecessary amount of work. . 

l\Ir. HITCHCOCK. There is no ,-\·ork in\Ol\ed. We simply 
ask for the numbers; it is mere clerical information that is 
sought. I consulted the chairman of the committee before 
offering the resolution. 

l\lr. 'VILLIA.l\fS. Is that all it n.·ks for-the number? 
l\fr~ HITCHCOCK. Tlwt is all. 
l\fr. 'VILJ.L~l\IS. Then I shall not object. 
The resolution was considered by unanimous con. ent and 

agreed to. 
RELIEF OF PORTO J:JCA~ SU"Fl.Elllii:S. i· 

l\lr. SAULSBURY. :\Ir. l're:ident, I rnoye that Hou e joint 
resolution 343, Calendar Ko. 533, to proYide reliej for sufferers 
f-rom earthquakes occurring in Porto Rico during the month of 
October, 1918, be recommitted to the Committee on Pacific 
Islands and Porto Hico. I will state the reason is that the 
committee desire to haYe hearings from some residents of Porto 
Rico who are in "'IV"ashington, an<.l we hope to hear them while 
the Senate is practically in recess. 

'l~he PRESIDING OFI1'ICER. The question is on the motivn 
of the Senator from Delaware. 

The motion was agreed to. 
AElli.\.L :UAIL SERVICE. 

l\lr. TOW~SE~D. 1\Ir. President, at the request' of the Sena­
tor from Illinois [l\Ir. SHER:u.Ax], who is detained at home by, 
illness, I ask that a letter addressed to that Senator from the 
Second Assistant Postma. ter General in regard to equipment for 
the aerial mail service be receiYed and referred to the Committee 
on Military Affairs in connection with some matter which was 
submitted by the Senator from Illinois a few days ago. 

The VICE PRESIDENT. 'Vithout objection, it is so ordered. 
LEAGUE OF XATIOXS FOR PEACE. 

l\lr. BORA.H. l\Ir. President I ask permission to have printed 
in the RECORD a statement by the famous French writer, :U.: 
Andr~ Cheradame upon the subject of a league of nations. 

The PRESIDING OFFICER Cllr. AsHURST in the chair). · Is 
there objection to the request of the· Senator from Idaho? There 
being none, the statement will be printed in the RECORD. 

The stateme~t is as follows: 
PREMATURE DISCUSSIO~ OF LEAGGE OF NATIOXS IMPERILS PEACE­

QUESTIOXS OF IMMEDIATE PRACTICAL IMPORTANCE MUST BE SETTLED 
BEFORE THE PROBLEM OF C02\'FEDERATIO~ IS TAKEN UP. · 

[By Andre CMradame.] 
I propose to demonstrate: · 
1. The success of the peace conference-hence real and definitive >ic­

tory-depends in a very large measure on the order in which the uif­
ferent problems to be considered are taken up. 

2. The discussion of the league of nations and of the " freedom of the 
seas" can have most unfortunate consequences if it does not come in its 
logical order; that is, if it is premature. 

The establishment of a specific program of discussion for the con­
ference is necessary for two principal reasons : 

In the first place, it is evident that all questions can not be treated 
at the same time. Second, there are certain problems that can be re­
solved only after others apparently unconnected with them have been 
dealt with. 

At an epoch when time is so precious, in order to end sufi:'erings so 
long endure<l, it is obviously dangerous to engage .in the discussion of 
unsolvable problems because it has not been foreseen that their solution 
depends on other and more urgent problems. As that perilous road 
seems to have been already entered upon, it is time for public opinion 
to realize the danger in order that its influence may prevent a catas­
trophe. 

THEORIES AXD THEIR APPLICATION. 

To understand the subtle but >ery real peril before which we stand 
it is necessary first to grasp a v.ery simple truth, which has, peverthe­
less, not been made sufficiently plain to the public: A theory, however 
good, is not necessarily practical. 

There are theories whose justice can not be contested, but the mere 
attempt to put them in practice leads to a veritable catastrophe. For · 
example, the theories that ruled The Hague conference, put forward by 
the Czar Nicholas II, were just, but. in fact, those theories contributed 
powerfully to making the war possible; that is, they killed millions of 
men. 
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· '.rhis was so because The Tingue ·conference 1e() tbe Bt'itisb. 'the Erenclt, · 
n.nil other -people 'to tlU:n'k 11he peace of 'Europ'C assured just .ai the time 
wAen Germany was ·pr< ·parin~ intenslvel5 i:o1· a war of aggres~ion. 

· Thus, ~'he Bague conference wlthottt qn~'tion put 1n1:o circulation ideas 
not in confo.rmity witlt the times. that were prematur , hence ·unrt>al­
iz..'liJle ancl by t'onseqrre:nce infinitely d:rngerous. 
· In fact, ·completely :r.eas trrrl'd rega:rding the ·intentions of 'Germany. · 
the powers that .llOW compose the entente neglect-ed the armaments thut 
would haTe made the •}ennans Tenouuce their ideas of .:aggres i.on on 
account of the risks a fully armed enemy would have entallcil. 

One ees ct~ly that by :it.s psychological consequences Thn IL1-guc 
conference contributed largely to provoke the war ana make :POSsible 
the aggression that surp~·ised tbe nation.s .now .allies. 

This example, drawn irom 'lrhe Hague conference. 'lllake H plain ithat 
an iflea :may be heoretic3lly good, -but that its application wouli'l-not be 
practical J1Dtil there ha.s been a further conslClcr.able advance in social 
e;olutlon. 

Absolutely the .sruiHH'estilt ean be 1{)ok~d :fo~· -:from certain qnestio.m:; .in 
the allied peace program, notatily till! league of nations and the "f:rec-
dom of the seas. •• ' 

The league of nations can ·not ·be 'Organized "Ontil after 'the solution of 
certain otha- problems. Incontest:ibly the league .nf nations is based -on 
an illca theoretically of tbe highest ju tice, but it will -end Jn .an im­
men e catastrophe if it is .attt>mpted :to put it in :practice in {ldvance o'f 
the solution of other problems inlinitely cmore urgent, and the solution 
of which. :moreover, is intlL"')en able i:D th~ creation :of a ·state of things 
in which a league of naUon.s ~·an be developed. 

What ls the state of thing which, according to 3ll evidence, :will be 
most favorable for the development of a league ·of natio.ns? U ·is without 
question ·the itwrtiOJl -thnt will ·result from the liquida.tion, :11s :com­
pletely as possible, of the es eutial ;pr<lblems urisiug ir<lm th.e .European 
war, notably the compl.etP destruction of-German :militarism, realized -not 
b_y treaties on paper but ·by ·accomplished facts (the destruction in ·Ger­
many o.f the machinery specla:lly designed fo:r the :manufacture of muni­
tions of war; the imposing on Germany of the payment of .annuities, 
moderate, but spread over u sufficiently long period to assure repara­
tion and amounting to enougb so that Germany will not be able to 
rearm; the creatlon of anti-Pan-German States m central Europe). 

Once tnese things have been ilone, a tate of things will llutve "been 
creatl'd .favorable to ~inning the ~organizatlon :Of 'till! society of "Dations. 
O.n the .contrary, it.is .c1ear that..an -eff<U't to organize a society .of nations 
has .no cllance of succes if an attempt is made to regulate 'the affa.i.rs o.f 
illnrope on -paper, ltlld if, in consequen-ce, the 1e:L.:,nue of nations rrests on 
written cunve-ntions, Jike those of The Hague, an.d no:t :on realities. 

It is :tberefore plain that U is indispensable to follow a well1:ho.ught­
out pr:ogram in the rliscu iton of the djyerse problems to come befor.e 
the peace eonf ence, and 'llot to follow this program will Je.ad to ,certntn 
failure. 

UTOPIANS, DOLSHE'\1 ~ ·, Al'\D ll!HE LEAOUE cOF NATIO S. 

Unfortunately, in each of the allied ·nations tb.ere<arc ame Ut-{)p.ian 
who do not understand the situation and say. "Organize 'tile league of 
nations first and we will negotiate the peace afterwards." 

This is a party of whlch s.o.me nl the most notable members are the 
French and British Sociali ts, who both before and durin_g the war 
l>Mwed their inability to comprenffid -realities. Jt ls .:the same 1aek of 
'Ullderstanding that Chal.-acter'ize"s .all the bolshevists of the -entente-­
Germanophil~, in 'truth, and knowing ftill well that such a -program 
:would be of tbe utmost benefit to th~ Gennans. <luring the :armistice 
period. 

W.e wm now ex.amin, the rea ons why -:o begin by studying the 
league of nations ..and :the .. freedm:n of the seas,. would be .at .t.he arne 
:time absmtl and playing in.to ihe .hands of the :Boche . 

The situation crea.ted 'by til ·war 'tlult Eu t be liquidated '1\Vith cthe 
.ntmost spe.ed is the .mo t <lifficu'lt ever known. To :begtn by .ruscussing 
the league of nations anti the "freedom of the seas," which one can 
talk to infinity, would -result -only in voluntarily c.omplicating practical 
affairs and would be manifestly absm·d. 

Further, to discuss the league of ·nations as ·something still to be 
created iis te .forget that which already exists-the enteute. ~s not it, 
such as it is, .a league of r.ations. since it brings d.nto one .group three­
fourths .()f the people of tb.e world. a :proportion ,never llo.fo.re reached 
in history? 

Does not common cSe.nse tell -us -to mit to sec the <re ults <Of this 
league of nations that ah'eady exists oofore creating another without 
knowing how the one we have wTil function? .No ·engineer :wonld 
think of building a new type of engine 'Of 1,000 hor epowe:r ·without 
knowing how an engine of th€ srune typil but of .UOO .horsepower 
worked. 

ha.-c attained her Tictory, not on -the fielcl of ·lHtttle, bnt 'Done the less jn 
:reality, as a e011seguence of the -eoonomic situation ~ithout pvecedent 
created in ~urope by four years of ·war. · 

The dnnget· I have de cribe<l i. not chirn~rkal. A1reatl:v fbe di~cus­
- ion of t~e ' ' fre dom of J:be ·en: " wcausc jt 'i s -p.rcmatm·e. ha · caused 
divcr·gPnctes among the allies. A1> soon as .i-t wa intimated recently 
that Englanu woulu be willing to gh-e -up her· conunand or tbe seas Mr. 
Winston Churchill, as pokesmnn fOT Englanu, <1 c.lttrcu that . ihe woultl 
never think of such a ;thlng. lt was a -very natural reply. if one rc­
memllers that the suggestion wa made ·to Englanu on the n1ocrow of an 
.e.xu>er·ience tlm.t .has uemomrtrate<J. that her life , uv-e<l 'by h~r navy 
and that the. military spirit is far fTom being destroyed in GermU1ly. 

On the other hand, Americans, seeing the tum or' c>ents, nro saying, 
"Let us get back to the Monroe doctrine and keep out or European 
'S.fl'alr , 'llnl~b'S -we tWant io see Europe, as soon as her llands nre iree, 
mix in our aJmirs.' -

But the continuation of Ame:ctcan interventi·m in ~ropenn .al'ralt·s 
on a cordia1 basis ·cis ahsoluto:ly nece sary. American lnte1-veniion, l11y 
its noble, generous, and ideal character -nnd its ~m:npt,ebension of the 
:tutur-e dangers, ls -a :tremendous page in 'the history or .humanity, A.ny­
·thlng that could weaken the extent of American intervention or change 
it-s character would be a veritable disaster. Hence, it is on'Iy neer al'Y 
to 'know hat is 1llrea.dy ·being published i-n cet·tain journal of 1:he 
entente to :t>e convinced that the disem;~ion of the league of nations -and 
the " freedom or the seas_." because the discusslon of these questions is 
premature can only tend io rweaken instead of strengthen the ties that 
now exist be'tween Americn. nnd Em•ope. 

;I>ItOGRA?.I niCXATED BY COMMON SENSE. 

For many reasons, following the French proverb, don't put the cart 
before the oxen. Solve first tbe most urgent "PL'actical p.roblems .arising 
from tbe war~ problems that must be solved in m·der ro bring an end 1:o 
the sufferings of millions of ·human beings, ·su'tferings :that have already 
lam-ed oruy :too long. ~t is -easy :to -see in iha.t order these ·e entin.l 
problems before the conference should be put. 

The first is the reparation and restitution 'fh.e 'German people must 
make, both of objects stolen and material da.ma"' causea. It is not 
justice only ·that "demands the immediate solution of this problem. Hs 
solution is tbe single condltion of victory, .as has been sa.Id. The .p.eace 
will be durable and assured only if in 'Consequence of her enormous 
thefts and war expenses Germany will not .be able ±o 'Pre erve an 
eoonomlc -saperiorlty -m<er the allies. 

The second pr:oblem and which can be taken up .at the same time., 1.9 
that of the territoriaJ reconstruction of Europe by :the adjustment of 
·frontier .a:nd by .forming new Staies to raise a han:ier against fue 'Pall· 
Germanists, such States as Poland, Bohemia, J.t.ou:mania, :the .Magyar 
State, and the ..J.ngo-Slav .State. 

.The problem of the Jea.gne .of nations comes in i:he :third place, but it 
will then be 1n _a ;position for more favorable •Consideration. .It 1s clear 
that if the first :two !PTOblems, xepa:ration and -territorial reorganiza:thm, 
.are sati factor1ly ,cleru:ea up by the -ente.nie, >it wlll be ~lively easy .to 
solve the thlrd, as ibe world, convlncea by wnat the entente will havo 
done, will want ·to transform the entente into a league of nations of 
greater -extent by taking .in ..all the -natii}DS ·worlhy of ·a place. 

Last comes :the -question ..of ihe " freedom of the seas." And by 
coming last it has tbe ·best ·chance lor -snc.ces • l.t is ..£a.sy to understand 
that a real and durable solution ~r fhat problem can follow -on]:y from 
the eA'tension of the league of nations. Such an extension implies a ·real 
disarmament in .Europe, but this .disarmament can come about only .a.iter 
Prusslan mllitaxism ·has been ab olutely ilestroyed. Llilld dis~rrmrunent 
having been accomplished, .it will 'be .relatiTcly eas..Y -to {llsarm ·on ·the .s.eas 
and from that will result the " rfrecdom ·of th~ seas." 

In .short. :when .England can be as-sur{){} -of not being wenaceu by any 
continental-power she w111 bnve no longer :any :interest .in carrying tho 
'hage 'burden ref Itll:V.a.l supremncy . 

This ;pr:Qgram :for :the 'Consideration ·Of the :problems before :the penco 
conference is only an appUcation of :common sense. .But it is inilis­
;peru;able to assure victo:ry -thai: this orde.r :shn.Il be .followed. Thereforo 
public opinion rmust .demand that .the league of --nations .and the ~·free­
dom of the seas" shall be discussed only ln the:ir logical rplace ; dllat is, 
after all the urgent problems growJ:ng dir.odly ·out of t.h{) WJU' ha-ve 1ou:ntl 
n practical solution. 

INDEPENDENCE OF ARMENIA ( • DOC. -o. 3~6). 

.Mr. LODGE. Mr. Presjdent, I have here u memorandum in 
regarEI. to Armenia and her claims to freeoom and national in­
dependence, which 1 hould like to have _printed and referred to 
the Committee on F<>reign Relations. 

The VI E PRESIDENT. Without col:lje tion, tllnt order wilt 
be ma-de. 

· Is it not evlilent that lf--iror 'the sake of argument-the lengue of 
nations we already have should .llot .be able, with its miinUe resources, 
to solve the problems arlsin~ :from the -war (~·eparations, reorganiza-
tion of Europe territoriallyL u. fortiori a league .of 'lllltionB still greater THE REY:Er-.IJE. 
owould be utterly incapable of doing better. ~se -who can cdo -the Th~ Senate. us in Dommittee of the Who1e,· resumoo the con-
most cun -do -:the least, but those ·who .can Jlo the least c.an not ..dD ithe • 
most. This is elementary common cSeD.Se.; l>ut, alas! the partisans of siderntion of the bill (H. R. :12863) to provide re1enue, anu for 
;tile league of nations seem :to .care little ior common sense. other purposes. 

Fi:nally, and this 'is much 'IU(JJ;e :imj)m't:urt, Ito :ill cuss rt:hese immense M Sil\!1\.,-01\..,.e< 'Th s t h h .1 • t t k and ill-defined problems, such .as :the :Ieagul! uf -nations and 'the "lfree- r. m .~.~. ere .are enn: 01'" ere 'W o uesuc o rr 0 
dom of the ea ," befol'e tbe 'lll'ge:nt, iCllllcrete 11roblems :arc -Bo1ved U.P next the section with regard to the lUX.lll'Y taxes. 
would be to do exactly wbat the Germans :want. . 1\Ir. KENYON. Page 199, section 905. Does tile Senator ile-
~~! ~~:!l~ncoo~n~~t t~!~~i~Ohe~~: ~~a~n:f: :nations nnd - me rt:o take that ~ at this ~e? 

:j:he u:freedom ol tbe sea " will divide the :allies. l\Ir. SIMMONS. I hrrT'e JUSt strrtc<l that at the l'Cquc.::st of 
The time taken for those discussions will b~ lost for the settl~ilnt Een.ators I will take it up now . 

.of concrete ·problems -that GermaD-y if~ espeCially, such as reparation. 1\Ir KE~TYON .J \Vish to ma:ke a iew obsenations before a 
The allied armies, ceasing -to believe jn po lti v.c ~:esults !rom tho · : ~ . . ,.. 

negotiations, will -demand demobilization. v:ote 1s taken. .Does the enator wish to addre . the Senate on 
The question of reparatio.ll will :be d~cided only in princ.i,plc -a.rul on the subject? 

:pa&er.police for_ce capable of com})~ the Germans to pay .their in- l\Ir. Sll\IMONS. I do not cru·e to make any statement to the 
1 uem~ities will be created. · " Senate further than I have already mrrue. I Y\·ill state to the 
1 The German peopl'} ill pay only n Tery small part of the da.IJ?.age they Senator that I requested the Senator from Utah [Mr. SMOOT] 
llave caused llild will keep the greater part of :the looLof .all kinds they to look after this section for· me tl I happened to be out of the 1 have .stolen everywhere <lunng the -war. 

• Under these .conditions .the 11nan<'iBJ sitnntlon of the Enrop.ean nllies, Chamber. 
and especi~ly of France, would carry elf-ev.ident 'COD equences. The Mr. KENYON. 1\fr. PresiUcnt, I wish to-draw the attention 
cost of .llvmg 1n France .and En~ land :reaehmg in~<Herable ])Toportio'DS, of the Senate to section 905 pa O'e l99 of the plinted bill I 

I mdustnes could not be re01·garuzed, :and :BolsheVlsm woUld be easily . . ~ ' o '. · . . •• 
· .s_preaa among the populationl; .17y .Boche agents. realize how useless It IS generally, especially amid the confusiOn 
1. Finally, since the wa~ expen e~ of Germany nave been £onsiderab1y .in the Senate, to draw attention rto these ·ections and try and 
. less than those of .the allies. and smce. according to our ·hypo~csis, Ger- have the action of the committee chano'cd by a 1ote of the Sen­
·-many -would ·retam her loot, there -would be so great a di1ference ·of · . . o ,. 
· I(Conomic power in favor of Germany that within a short time she would ·ate. .I think there .have been at tilpes as ID.illlY as 12 or 13 
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Senators in· the Chamber <luring the discussion of this bill­
seldom any more--and when the time comes to vote on a section 
Senators rush in, the chairman of the committee announces in 
the midst of the roll call that a yote " yea " is to sustain the 
committee and a vote " nay " is against the committee, and 
Senators almost fall over themselves supporting the committee. 
I think if the people of the country could look down from the gal­
leries on some of these proceedings they would wonder what is 
the use of having any Senate here outside of the committee. 

So it is with great diffidence that I disagree with the commit­
tee in their action in striking out section 905. It is what is com­
monly accepted as a section providing for a tax on luxuries. I 
find in no report of the committee any reason for this action, 
neither in the majority report nor in the minority report. We 
have had no word on the floor from the chairman of the com­
mittee or any member of the committee as to why this was done. 

The theory of the section as placed here by the House is that, 
.while wearing apparel and articles that may be covered by . the 
section are not in themselves luxuries but necessities, when 
more than a certain price is paid they become luxuries. In 
other words, it is a tax upon ostentation. As the House pro­
vided, as to suitf; of clothing of $50 this tax would not apply, 
but where more than $50 was paid there would be a tax of 20 
per cent on the surplus above the $50. 

Upon shirts under $3 in value, no tax; aboYe that, a tax. 
That ought to be a sufficient price to pay for a necessary garment 
of that character, but if some people wanted to array themselves 
in a glory equal to Solomon's and pay more than that, the tax 
should be levied. That is the theory upon which the House 
concluded to make this section a tax upon luxuries. Now, the 
action of the committee, it seems to me, is amazing. At a time 
when we are raking every source of re\"enue and business in 
this country to secure taxes we are striking out of this bill the 
tax knO'\\Jl as the tax on luxuries. 

What the House committee in their report say I want to 
put in the llECORD, because I realize that the Senate will not 
pay much attention to this matter, but I realize that the people 
of the co1mtry some day are going to begin to inquire about this 
bill and begin to study it and obsel'\"e the soft cushions for the 
lighting of those who have secured great war profits, and they 
are going to inquire why it is that the Congress of the United 
States, · especially the Democrati~ Party, strikes out of the 
bill the tax on luxuries. The House committee say in their 
report: 

In r ecommending excise taxes in t he proposed bill your committee 
bas endeavored to select articles that fall within two classes: (1) Ar­
ticles that are more or less a luxury because of their nature and (2) 
articles that become in the nature of n luxury when sold for more than 
a fixed price. 

That is tlle basis of this pro\"ision. 
The purpose of the committee in r ecommending these taxes is two-

fold: (1) To provide revenue and (2) to r educe extravagance. 

, Of all the reports that come to the Senate from the com­
. mittee, the only one at all refening to this, as I read it, is the 
' report of the Senator from Wisconsin [l\Ir. LA. FOLLETTE]. He 
' says: 
1 

I am also of the opinion that the proposed taxes on occupation, 
amusements-particularly of the cheaper kind-taxes upon freight, 

: express, and passenger rates, upon telegraph and telephone messages, 
· and consumption taxes generally, should be eliminated from the bill 
and that a heavy tax should be imposed on luxuries. 

i l\Ir. President, not only is t.here the necessity of securing 
1 re\"enue, which this would do to the extent of . 183,000,000, as 
1 
estimated in the House report, but if the amendment '\\"hich .I 
shall propose to the text shall be adopted, providing for a tax on 
meals at hotels, restaurants, dining cars, aboYe a certain amount 
in value, it will add enough to this to make a $200,000,000 tax 
on luxuries. Can anybody tell me, in these times when we are 
taxing everything under the sun except the air we breathe, 
why this tax on luxuries should not be levied? There is some­
thing more than raising revenue. Senators, there is a psychol­
_ogy about this situation. It is a blind man indeed in this 
colmtry who buries his head in the sand and will not look out 
and see the conflicting tides flowing in the ocean of our na­
tional life to-day; and that psychology is this: You do not 
want to send word to the people of the country or ha\"e them 
belieYe that a tax bill is so shaped as to fa>or big business, 
and so shaped as to favor those who haYe secured the great 
war profits, and so shaped as to take the taxes off of the in­
consequential and useless luxuries. 

·what can be said to you Democrats in doing that? What 
leadership are you following? For 100 years, since the second 
inaugural of Thomas Jefferson down to April 8, ~913, when 
Woodrow Wil on addressed the American Congress, your party 
)1as stood for a tax on luxuries. 

I remember as a boy lloger Q. l\lills coming .out to Iowa to 
instruct our farmers as to the beauties of free trade. I trav~ 
eled as a boy 125 miles to hear that speech. It did not im .. 
press me any about free trade, but I did remember what he 
said as to a tax on luxuries, and your leaders all the way down 
to the present moment have been for it. 

What is the matter 'vith you Democrats, anyway? One of 
your leaders is in Palis and another is retiring from public life 
in order to recoup his pri\"ate fortune. You had better get 
some leaders back to try to get you back to your platforms 
through all these years, and not have you seduced by those · 
who are against the proposition of taxes on luxuries. 

I remember when we had the debate here on the Underwood­
Simmons bill. The distinguished Senator from New Hampshire 
[Mr. HoLLis]-! wish he were here now-one of the best men 
who ever sat in any legislative body ori earth, one with a heart 
that has some responsive beats to the great heartbeat of human­
ity-in a speech he made here, enunciated that Democratic doc­
trine of a tax on luxuries ; and that strong Democrat from 
Indiana-Senator Shively, who has gone to his reward-enun­
ciated the same doctrine here; and that great Democrat from 
Kentucky-great o.r heart, great of brain, and great of body, 
who has likewise passed to his reward, dear old Ollie James, 
and I wish he were here now-on that night, with crowded gal­
leries, made this Chamber ring with the old Democratic doc­
trine of taking the taxes off of the sugar bowl of the poor and 
putting them on those who could best stand it. 

You have gone out on the stump from one end of this country 
to the other preaching that doctrine--and I am talking in a heart­
felt way to you Democrats, because I like you-but you have just 
been thrashed completely, and when you do this you will be 
"wiped off the map." I do not want to see you come to such an 
un.timely death so suddenly. You have gone to every part of 
this country and talked to the people about the tax on luxuries. 
I do not believe that there is a man on the other side of this 
Chamber who has not made that kind of a speech. I have heard 
some of you do it in days gone by. 

What is the matter? What has gotten into you? Is there 
such a fetish for committee action that you do not dare vote 
against the committee? Haye you any independence when a 
great question like this is involved-one that is fundamental? 

l\1r. HITCHCOCK. 1\fr. President--
The VICE PRESIDENT. Does the Senator from Iowa yield 

to the Senator from Nebra ka? 
Mr. KENYON. I yield. 
1\fr. HITCHCOCK. Can the Senator from Iowa give us any 

assurance of what support there will be on his side of the 
Chamber? 

1\fr. KENYON. TlJere will be a yery strong support; I will 
give the Senator from Nebraska that assurance. 

1\fr. Hl'ICHCOCK. I am >ery glatl to hear it. I have had 
some doubts. 

Mr. KENYON. I think, while it has been one of the cardinal 
doctrines of the Democratic Party to tax luxuries, it has like­
wise been a cardinal doctrine of progressive republicanism as 
well. Not only that, 1\lr. President, but you could glean a good 
deal of wisdom from once in a while consulting the writings and 
messages of Grover Cleveland, that honest old Democrat, who 
was always willing to have the truth told. 

Mr. THOMAS. 1\fr. President, I respectfully protest against 
the classification of the late Grover Cleveland as a Democrat. 

1\lr. KENYON. That may be the reason, Mr. President, why 
lU:\.\u·y taxes haYe been stricken out .of this bill. Grover Cleve­
land stood for taxes on luxuries. 

1\fr. THOMAS. No, hlr. President; but because Cleveland, in 
his administration, was a great deal more of a Republican than 
he was a Democrat. 

Mr. KENYON. I am afraid that if the old former President 
in the world beyond can hear that he certainly will .be shocked. 
Anyway, notwithstanding this admonition, I will venture the 
suggestion that in his third annual message GroYer Cleyeland 
said: 

The. taxation of luxuries presents no feature of hardship. 
You Democrats have sent out to the country e\"ery year, bound 

in nice binding, these Democratic campaign textbooks [exhibit~ 
ing], wonderful \Yorks of the \"eriest fiction, tales that ri\"al those 
of Baron l\funchausen, clothed in a modesty that is quite wonder­
ful, that all the relations of the uni\"erse and ·everything that is 
good haye come from the action of the Democratic Party. 

I notice in one of these publications that credit is taken en­
tirely for the Smith-Le\"er bill for the Democratic Party, when 
e\"erybody knows that tlle o1<l patriot from Vermont, Senator 
PAGE, had mo~:e to do \Yith the I>assnge of that bill _than any 
other liYing man, a fact \Yhich has been so generously conceded 
many times by the Senator from Georgia [l\1r. SMITH]. 
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But I wisb yO"n w<niltl t-ake up anu reau your own promulga­
tion · to the American r ople. Of course, there are ·orne pnrt.s 
of these promulgn,tions that you would not want to read. Tlle 
arraignment of ex-Pre ident Taft, I ililllgine, in one of these 
books for junketing aroun{) the country at public expense when 
he ought to have been in Washingbm is something perllllps you 
would not want to read; but the general doctrine there-in enun­
ciat d is that taxes should be impo d on Itn..rnrie~. I am not 
goinO' to fill tlte RECOBD with tlJem. You hclu out the IK1er­
:wooo-Simmon bill as something for the people- to ·uppo1"t, b.e­
can...."C it levied such tlntie on luxuries. 

Why tile: change? There seems to be so much mystery about 
this bill. We had tlte ne1.vSp3per announcement of tlle terrific 
fight that the Republicans were g<><ing to make agaiust the biH, 
ruul then o"\"ernight it an seems to ha:ve been changed. I llope 
that some reason can be given u ·for this. change. 

I wi ·It we corud go further ill the tax: on lnxurit'S. I ne;-er 
see an automobile comin., down the- stre t with distinguishably 
gowned Indies sitting in the rear seat, and a Pekinese pup sitting 
by their sides, or some stalwart lllUD, as you . cnn see- ev-ery 
night, out exerci ing some of these chow-chow dogs, tba t I d 
not wish thtl.t -e comd put a tax on some of the e thing ·, and 
either blot out this nauseating ostentation or else raise some 
re~enuer 

I shal] introduce an amendment to the text of the committee 
runendment~ shoold it be Tote<l c:lown, providing, in addition to 
the ta.xe therein contained~ th t there shall be included in til 
prohibition against exemption the amount of every- -meal at any 
hotel, caf~ dining car~ or enting house in exce of :·z per person. 

If Senators would only understand thi . bill as it has come 
to u from the Hou e, it provides tllllt on carpets and rug of 
O\& ~per square yard there hall be a 20 per cent tax. Rugs 
may be neeessitiesr but of cOtU-se the usual neces ·ities would 
be com12rehended under the term of 3 per yard. If people 
want to- surround them elves witll oriental rugs and luxtrries 
co ting more than that, let them pay for it; that- is reasonable-. 

The Senator from Washington, in hi speech on the Simmons­
Underwood bill, uttered something that I thought a good deal 
aoout und.er this problem of taxation, and it applies to that 
exa.ct situation. He said at that time that we should tax super-
1luities. SQ with thi bilL 

As to the second item, picture frames in ex:ee s of $10 eacll; 
is that not enougb to spend on an ordinary picture frame 1 If 
yon want a picture frame tllat is gilded or brun~ed to cost more 
than $10, it is in the nature of a superfluity~ but if that should 
appeal to you, then pay fol"' it. Those who can have these great 
luxuries ue willing to pay for them. Taxes upon such articles 
can be collected without irritation aml without injuring any­
body. 

Valises, in ex.ee · of $23< each. If anyone wants to pay more 
than 25- for a valise 01· a traveling bag, why not let him pay a 
tax on it? 

Hand bags, in exec s of $7.50 each. What harm will cmne 
to- any€>ne who ants to buy a hand bag for $35 or $40 by being 
compelled to pay a tax upon the amount in exc of the $7.50? 
So it rnmY-u:mb-rella · suits of clothes, women' · suits of clothe , 
and so for.tfi. 

But I Ienve this, llir~ Presi<lent, without further remark, 
me1:ely calling it to the attention of the Senate in the hope that 
th-ere will be some discu sion and some corrsideration--

1\Ir. CURTIS, .Mr. ASHURST, Mr . .JOHNSON of South Da­
ko a, and 1\Ir . .JOHNSON of California addres ed the Chair. 

The VICE PRESID~-"T. Does the Senator from Iowa yield ; 
and if so, to whom? 

Mr. CURTIS. I desire to aduress the Senate if the Senator 
from Iowa has concluded, and I tlwught he had concluded. 

Mr. KENYON. I will conclude in a moment. 
I repeat, Mr. Pre ident, I merely call this question to the at­

tention of the Senate- in the ~ope that on this item, at least, we 
may have a -vote which will reflect the individual judgment of 
Senators without any que tion of their being in any way afraid 
to oppose the Finance Committee. 

1\lr. ASHUR T. 1\.fr. President, I s}lould like to a ·k the Sen­
ator a question, but if the Senator has concluded, of course I 
wm not do so. · 

1\lr. KENYON. I have concluded, but I will be very glad to 
answer any question that I can. 

Mr. ASHURST. l\!r. President, I simply wish to ask the 
Senator if he does not believe this was a clerical error? 

l\Ir. KENYON. I hope that may be true, but, as there has 
been no minority report, I assume that no error was made. 

1\Ir. ASHUllST. I am inclined to believe that it is only a 
clerical err-or, becau ·e the Democrilts are bolmd, so far as faith 
and conscienc can bind men, to tax the very articles of luxury 
-which the committee, through some. inadvertence, bas stricken 

out~ and I have no doubt that when the roll is calle<l the vote on 
this side ·will be unanimous to correct this e..,regiou blunder. 

Tlln t provision-paragraph 9{Y.}--o.f the Hon. ·e bill whicl:l! the 
committee p1·oposes to strike out impo es a tax~a small tax­
on what we call the lnxurie of life; in other words, it pi"'Yide 
for a tax on tbo e thing which arc be-yond the reach of t11e 
man wllo i d~nomin.:'lted in his life- as a pooT man. It lays a 
very small tax on Iuxurie. and I repeat that I feel bound to 
\Ote again t the committee in thi matter, because since I 
hav been mallig political speeches it ba · li>een my particular 
text thnt \Ye shouJt.l tax mxuries. 

I ba\e gone about thi conntry like a peripatetic volcano iii 
constant eruption. urging a tax on lt;L'\:Urie . I think the Senator 
from Io~r-a [Mr. KE..."'T'"o.-] Il.a performed a \ery useful serrice 
to the country in cfl:lling attention to it. · 

r -ow :h t one other worl. The distinguished Senat L~ from 
Colorado [1\Ir. THOli sl objected to GroTer Clc\eland b ing 
called a Democ-rat. Grover Cleveland has pas ·ed from this 
earthly ce-ne to, I belle·n~. a better world. WhateYer he wa. ·~ 
whether he was- a Democrat, a stand-pat Uepublican a Pro­

. gres i\e, or what not, he lHHJ. two qualities that commended 
tlJem el1es to me.: He had the chilled-steel nerv-e to do- just e -
::rctly what he thought was right in spite of. ten thou and furies 
that IJarked at his heels; and Grover Cle"\'"cland \\as honest. In 
his lifetime I did not agr-ee with him on. many question ; bu~ 
GroveT Cleveland never fail tl to sustain the- honor n.n<l mt grit. 
o-f thi colllltry. It was tlle statesm:tn.Shlp of Gro' r Cleveland 
U'lat built the Navy th!lt showed our prowes durin"' the Spani.,b 
War, and in the perilous tim · througll ,whlch we have pa · ed, 
I am very certain had Grover Cle-reland been uli\e his voice 
would ha-ve rung out in mpJ)Ort of President 'vn on on the great 
questions that ha"\'"e confronted our people. We ha\i Clevelnnd 
Democrats, Bryan Democrats, high protecti\C tariti D moerat , 
and all other kinds of Democrats. 'Ve do not want any hyphe-n- · 
ated Democrat·; we simply want Democrat·. A Democrat i a 
man who- votes for a fax on lu:x:mie ·;a stand:...pat R rml>lican. · -, 
a man wllo votes again t a tax on ltn..rm.ies. 

1\Ir. .JOHNSON of Soutb Dakota. 1\Ir. Pre>sillent, I \Yish t 
ask tlle nator from Iowa the am-ount of reyenue, if l1c know <, 
whicll will be- derived from thi seetion? 

l\fi. KENYON. I diu oot understan-d the Senator. 
1\lr. JOHNSON of South Dakota. I inquire the amount o:t 

revenue that will be derived under fuis ·ection? 
Mr. KENYON. Approximately 183,000,000, .accoruiug to tlle 

Honse figures, and I think conceued h tlle committee. 
1\.fr. JOH...~SON of South Dakota. 1 ~xpect to vote again t the 

committee-on this matter. and I wanted to know the amount of 
revenue that wouiu be derived. 

l\1r. JOHNSON of California. 1\lr. Pre illent, I wi 11. to occupy 
ju t a yery · few moments this moming in the int re t of his4 

torical prescr ·ation, and so I want to recall what llas tram;pired 
in the l}ast very, "\'"er·y briefly in one a pect con rning th 
I'e\enue- bill, and then I want to call to tbe att ntion of my_ 
colleagues what thl · particular revenue bill pr·ovit1 fol'. 

A little ove-r a year ago thi Chamber wa ·. the cene of th 
greate t contest I ha\e witne ed ince I ha\e been n l\1~ber 
of it, a contest renderetl memorable by the fact that we were 
dealing tl!en with a revenue bill such us Ute country hn<l never 
before seen, and dealin"' th u with mode . of taxation: concern4 

ing which there was: a wifie divergence of opinion. I recall 
· during the consideration of that rc\enue bill in August, 1917, 
that a very small minority of this body-9 upon till iue aml 
8 upo-n the other side 17 in all- tood their ground as- weU as 
they were nble in presenting to the Senate and to the- people 
of the eountr~ the mode of taxation which that mall minority 
believed to be just. I recall also during the con ·i<l ration of the 
war-re-venue bill then that that nuill rninority-17 enato.r ·­
stood ha.e upon this floor an<l demunde-<1 that war profit hould 
be taxed 80 'Per cent,. demanded ilt day in and day out, until 
<rrcrwhelmed by the vast number of their fellmvs nnd defen ted 
in the amendment they- then pre nted. I recall 1\11·. Pre f. 
dent, during that time how the verbal ·hot and hell and ·hrn~ 
nel beat u to the grolllld, and how the poi on gn on th~ {h1It 
of the pres that rc pond to the b-i"' bu ·in of tllis country 
spread broadcast the infamy of the 17 men ho dared to stanll 
upon thi floor and ask that war profits be taxed (}pe-r cent. 
I recall a part of the great metropolitan dailie of the land 
telling of the anarchist and of tile pro-Germans ·who were 
here. in the Senate of the nlted States asking that we take 
with the strong arm of the law , ~Ul' profit , the money coined 
out of our blood, in. tlle ·ame fashion that we llad clutched 
the boilies of the boys whom "1\~e Io'\'"e. I remember uurin"'. that 
period how from the eastern border of our land to the uttermost 
corner upon the we tern shore there wa · abuse and denunciation 
a nd vilification and constantly applied epithets of all sorts to the 
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men who dar~d a k 80 per cent of war profits. I recall how 
during those tl::tys the 17 who favored this sort of thing tal~d 
of England, and how England '"as taking 80 per cent of war 
profits, and how, in the yem· just previous, England had taken 
00 per cent, and in the time immediately prior 50 per cent, and 
how it was related that for throe years the great war profits 
of this country had gone untouched into the coffers of those 
,who had coined war into dollars. I remember that as we 
talked about that 80 per cent it was asserted again and again 
to us that you could not take . 80 per cent of war profits; that 
it was confiscatory; that it would not enable business to con­
tinue in its ordinary and normal :flux and :flow; that productivity 
would cease; and that you would destroy utt~rly the great in­
dustries of the Nation. 

All of these things happened a year and a couple of months 
ago in this Chamber. The 17 went down to defeat with their 
proposition asking 80 per cent. They went down to defeat; 
and possibly that part of the gTeat press of the country that 
responds always to profit, no matter how that profit may be 
coined, sent us down not only to defeat but possibly to infamy 
for all time. 

I wish to recall the passing events since transpiring. In May 
of this year the President of the United States, in an address, 
said to Congress: 

Only fair, equitably distributed taxation, of the widest incidence 
a.nd drawing chiefly from the sources which would be likely to demor­
alize credit by their very abundance, can prevent inflation and keep 
our industrial system free of speculation and waste. We shall natu­
rally turn, therefore, I suppose, to war profits and incomes and lux­
uries for the additional taxes. 

The President, in l\Iay of this year, recognized after the de­
bate of last year and after the months that were spent in the 
endeavor to demonstrate the appropriate mode of taxation 
that we would turn to war profits arid incomes and luxuries for 
additional taxes. Then he added in another part of his address: 

.An intense and pitiless light beats upon every man and every action 
in this tragic plot of war that is now upon the stage. If lobbyists 
burry to Washington to attempt to turn what you do in the matter 
of taxation to their protection or advantage, the light will beat also 
upon them. There is abundant fuel for the light in the records of the 
Treasury with regard to profits of every sort. The profiteering that 
can not be got at by the restraints of conscience and love of country 
can be ,qot a.t by taxation. There is such profiteering · now and th~ 
information with regard to it is available and indisputable. 

And I may sa'y that there was profiteering at the time we 
passed the revenue bill in 1917, and the evidence was indis­
putable and was put into the REconn during the debates upon 
that bill. 

But subsequently to the address of the President there was a 
"discovery made by the Secretary of the Treasury, a discovery 
that sheds a great, white, effulgent light upon this subject; a 
discovery that finally brought home to all of us the taxation in 
_,vhich England was indulging, and the possibilities that might 
come to us in taxation which we should levy. The Secretary of 
the Treasury on June 5, 1918, in a letter to the Ways and Means 
Committee of the House, says: 

The existing excess-profits tax does not always reach war profits. 
The rates of excess-profits taxation are graduated, and the maximum is 
60 per cent. In Great Britain there is a flat rate of 80 per cent on all 
war profits. 

If the Secretary of the Treasury had not made this startllng 
discovery in June, 1918, a waiting and an expectant Congress 
.would have been in ignorance until now of the rate of taxation 
that was levied by Britain and the possibilities which might have 
come from a tax of 80 per cent on war profits. Last year when 
we were crying from the housetops for thre~ months what Britain 
charged upon her war profits, whell; we were demanding that 
the very largest percentage of war profits should be taken from 
those who made these profits from our war, when we proved 
indi putably profiteering and that billions made from pr<Iiteer­
ing were escaping, where was the knowledge of the Secretary 
of the Treasury and where was the recommendation then in 
relation to 80 per cent? 

You may answer me, and the answer, I presume, may be made 
upon this :floor to-day, that we did not levy a tax of 80 per cent 
upon war profits last year in order that we might have a reser­
voir for this year of war profits. The very statement of the 
proposition is its own refutation. You could have taken 80 per 
cent of war profits last year and you could have relieved normal 
business, real, legitimate business, ordinary business, of a couple 
of billion dollars that ordina_ry normal business will have to pay 
in the days to come. Every dollar that was left of war profits 
in the last revenue bill, every penny that was coined out of the 

·war that was permitted to go into the coffers of those who. 
coined those war profits will have to be paid in the future, Mr. 
President, by normal business, peace business, in peace times, 
and by normal industry and normal productivity. 

I resume 1·eading what is said by' the Secretary of the Treasury 
in his Jetter to the 'Va:.rs and Means Committee: · 

ln Great Britain there is a flat rate of 80 per cent on all war profits. 
How naively the Secretary of the Treasury says in June, 1918, 

that in Great Britain there is a tax of 80 per cent! How feeble 
were our voices in August, 1917, when for three months we 
were slloutlng that fnct not only on the :floor of the Senate but 
wh~re\er a.nd whenever we could obtain an audience to listen! 

The Secretary of the Treasury proceeds, in his letter to the 
Ways and Means Committee: 

The Government departments, under great pressu~ as they are to 
get necessary war materials and supplies with the utmost expedition, 
can not in the nature of things fix their prices nor guard their contract~ 
in such a way as to avoid the possibility of profiteering. The one sure 
way is to tax away the excessive profits when they have been realized. 
I do not say this in a spirit of criticism of the corporations or business 
men of the country, who have for the most part loyall..v upported the 
Government. In entering into war contracts they take grave risks. 
They are called upon to make vast expenditures of capital for purposes 
which may prove unproductive after the war. They are not to be 
blamed in these circumstances for asking for prices and terms which 
cover these risks. On the other hand, when the risk has been liquidated 
by proper allowances and the contract had proved profitable; the Gov­
ernment should take back in taxes all profits above a reasonable re­
ward. Under existing law that does not happen, because the tax rates 
are not high enough and can not safely - be made high enough, since 
the test now is not how much of the J?rofits are due to the war but what 
relation the profits bear to the capital invested. .A C<lmpany with a 
swollen capital and huge war profits escapes. · 

So much for the justification of the position which we took a 
year ago-tardy justification and vindication-by the President 
and the Secretary of the Treasury, and now, 1\Ir. President, what 
db we observe in the present revenue bill? · 

I have read the report of the Senator from Wisconsin [Mr •. 
LA FoLLETTE], in which he takes issue with the percentage of 
war-profits tax that is stated by the Finance Committee to be in 
the revenue bill, but I accept for the moment, but only for the. 
moment, the view of the chairman of the Finance Committee 
and the others of the Finance Committee who have spoken upon: 
the subject, that the bill proviaes for a tax of 80 per cent upon 
war profits. Now, assuming that it does what the chairman of 
the Finance Committee and the members of the Finance Com­
mittee say, we have then presented tons a revenue bill whic~ 
adopting the language of the members of the Finance Commit­
tee :flung at us a year ago in this Chamber, is anarchical, is 
designed to destroy business, is pro-German, is, indeed, a bill 
which is aimed at preventing the successful prosecution of the 
war, and is a bill which no man with an atom of financial 
sense, as they said. to us a year ago, could for a moment advo­
cate. What a marvelous change now! What a miracle, that 
the Finance Committee boasts it now taxes war profits 80 per. 
cent! 

I accept the conversion of the Finance Committee. I welcome 
the members of the Finance Committee finally, after two billions 
of war profits have escaped taxation, to an 80 per cent rate upon 
war profits this year, and I am delighted to-day, finally, in the 
latter part of 1918, after two billions of war profits have e caped 
taxation in 1917, to welcome the Finance Committee of the Sen­
ate to membership with the 17. who stood upon this :floor a year 
ago and asked that 80 per cent of war profits then be taken 
while we had the opportunity .. 

Mr. LENROOT. Mr. President, will the Senator yield? 
Mr. JOHNSON of California. I yield. 
1\Ir. LENROOT. The Senator does riot mean that the bill as 

reported by the Finance Committee takes 80 per cent of the 
~rproftts? . 

1\fr. JOHNSON of California. I accept, as I said, their state­
ment in that regard; and accepting their statement as they have 
made it upon the :floor he;-e, while not admitting the fact, I 
welcome them to membership in the very small minol'ity that a 
year ago advocated a tax of 80 per cent upon war profits. 

Mr. LENROOT. Will the Senator yield further? 
Mr. JOHNSON of California. Yes. 

.. 
~- ; 

1\Ir. LENROOT. The Senator is aware that the bill upon its 
face first exempts ·10 per cent of the capital? 

Mr. JOHNSON of California. Yes. 
Mr. CHAMBERLAIN. Mr. President, there is a little bill that 

passed the House some days ago that affects the Army uniforms. 
I wish to ask unanimous consent that it may be taken up and 
considered now. 

Mr. SIMMONS. Will the Senator wait until we dispose ot 
this item? Then I shall not interpose any objection. 

l\1r. CHAl\IBERLAIN. I do not think the bill will1·equire any 
further than the reading. . . 

1\Ir. SIMMONS. If the Senator will wait until we finish this 
item, then he <'an take it up. 

1\Ir. CURTIS. l\1r. President, I hope the Republicans will sup. 
port the amendment offered .by the Senator from Io"\\-a. 
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Mr. KENYON. Mr. President, may I make v, ~;?uggestlop. to 
the Senator? I have not offered the amendment I bad in mind. 
'l'he question now is on adopting the QOmmlttee amendment, 
which is to strike out that section. 

Mr. CURTIS. Then I hope the committee amendment will be 
defeated. . , . 

I was glad to have the Senator refer to the Simmons-Under­
wood bill, because if that is an evidence of Democratic taxation 
on luxuries the people should. know it. Last year we imported 
into this country $3,000,000,000 of merchandise. We collected 
on that merchandise a revenue of $180,000,000 only. Of that 
$3,000,000,000, $500,000,000 were luxuries. Why, there should 
have been collected upo:n the luxuries alone more than $20Q,­
OOO,OOO in revenue. This provision, if retained in the bill, will 
carry only $185,000,000. We ought to have more than that from 
imported luxuries, to say nothing of a ·tax upon luxuries pro­
duced in this country. There should be a proper . tax upon 
luxuries, a tax that would not be a burden upon anyone, for a 
tax should be fixed in accordance with ability to bear it. A 
proper tax on imports, a large tax on imported luxuries, and a 
reasonable ta..'r on dome.stic luxuries would produce at least 
$1,000,000,000 a year, while the provision of the committee on 
luxuries will raise only $185,000,000. ' 

A year ago, when the revenue measure was up, I took the posi­
tion in this body that the expenses of the war, as far as pos­
sible, should be paid by those who are making large profits out 
of war contracts, those who have large incomes, and those who 
use luxuries. Nothing was done in that measure to tax luxuries 
to any great extent; and now, when the bill comes here from 
the House with a provision placing a }ery small tax on luxuries, 
it is stricken out by the committee! 

I do hope that those on this side of the Chamber will vote 
against the committee amendment. 

Mr. SIMMONS. Mr. President, I wish first to refer only 
very briefly to the statements made by the Senator from Cali­
fornia [Mr . .JoHNSON]. The Senator rather felicitates himself 
and some of his colleagues who joined with him when the reve­
nue bill of 1917 was under consideration in advocating an 80 
per cent war-profits tax, and he congratulates himself that the 
Finance Committee and the ·ways and Means Committee have, 
as he claims, come to his way of thinking upon that subject. 

1\Ir. President, the Senator forgets that the present law, the 
one to which he refers, contains a war excess-profits tax rising 
as high as 60 per cent, and that a 60 p(;r cent excess-profits ta:x: 
is higher than this 80 per cent war-pi·ofits tax. ·That GO per 
cent rate applie~ to income in excess of a deduction of only 8 
per cent of the invested capital. This 80 per cent rate applies 
only to income in excess of a deduction of the entire net earn-· 
ings of the corporation during the prewar period. So the maxi­
mum rate, if you take into consideration the deduction, is 
greater in the present law than in the proposed law, althougll, 
of course, the average rate is redu~ed by the lower bracketf. 
contained in the existing war excess-profits tax. 

But it was not to that that I desired to call attention. _ The 
Senator from California knows, and every Senator here knows, 
that in 1917 we were levying a tax to raise about $4,000,000,000. 
To-clay, even after the reductions that we have been able to 
make as a resnlt of the armistice, we are levying a tax to raise 
$6,000,000,000. As a result of the fact that we are levying for 
the purpose of raising a larger amount of money than in the act 
of 1917, all the taxes in this bill, the excess-profits tax ·as well 
as many other miscellaneous taxes, are raised to a Jevel consider­
ably higher than that reached in the present Jaw. 

Mr. President, it would have been a crime against the people 
of this country if when we needed only $6,000,000,000 we should 
ha ye levied as high taxes upon the people as when we need 
$8,000,000,000. If we have come to these higher taxes it is only 
because we have been forced to come to them by the necessities 
of the Government and by the increased expenditures of the 
Go\ernment. 

Then-I call the Senator's attention to a further fact. He says 
we permitted war profits to escape. While we imposed in the 
last bill a war excess-profits tax of 60 per cent at the maxi­
mum, there was also in existence a flat tax of 12! per cent upon 
the profits arising from the manufacture of munitions of war. 
The term " munitions of war " includes practically everything 
that is manufactured for the purpose of equipping men to fight, 
outside of the clothes they wear and the food they eat. Under 
the last bill we imposed a maximum tux upon war profits of 60 
per cent above a deduction which is small as compared with the 
present deduction, and in addition we had a munitions tax 
originally imposed at the rate of 12! per cent and subsequently 
reduced to 10 per cent. 

But, l\ir. President, I do not wish to pursue that any further. 
I rose for the purpose <;>f addressing myself to the very remark-

able argument·«?f the Senator from Iowa [Mr. KENYON] and tq 
tbe statement that has been made by llifferent Senators npoil 
the fioo~ with regard to this proposition. · 

Mr. 'President, I must believe that the remarks of the Sen­
ator from Iowa and of other Senators with respect to that 
matter are based upon an entire misconception of what has been 
done. I do not think there is anyone in this body who believes 
more heartily than l do in a properly adjusted luxury tax. I 
believe the members of the Finance Committee will bear me 
out when I say tha-t when this bill was under consideration, 
when .the Senator from Utah made a proposition to strike out 
al1 the luxury taxes in the bill, all these spechil taxes, all these 
excise taxes, and substitute for them a gross-sales tax, I said 
then that I never would consent to the elimination of what I 
regarded as luxury taxes for the purpose of substituting con­
sumption taxes. That is the way I feel about it. I am as 
heartily in favor of luxury taxes as the Senator from Arizona 
[Mr. Asi=ruRsT] or any other Senator upon this floor. I believe 
it is a just principle of taxation that the things which are 
unnecessary should be heavily taxed as compared with the 
things which are necessary. I think that is the principle whicli 
the committee followed in this matter. I do not remember with 
absolute certainty as to the vote in the committee upon this 
subject, but my impression is that there was no division in the 
committee upon the proposition to strike out these taxes; but if 
I am not correct, the Senator from 1\lichigan [Mr. TowNSEND], 
who is an honored member of the committee, will correct me. 

l\fr. TOWNSEND. I will re-mind the Senator that there was. 
Mr. Sil\11\.IONS. I am told the Senator voted against it. 
Mr. TOWNSEND. 1 voted against it. 
Mr. SU.ll\IONS. Did any other Senator in the committee vote 

against it? 
1\Ir. TOWNSEND. I admit there was very little discussion 

upon the proposition. l\lany of us believed that these had better 
be retained and many of the taxes that were also retained elimi­
nated so that we could get at more just taxes. 
· Mr. SIMMONS. I think it was practically a unanimous vote. 

Mr. President, when I say I believe in taxing luxuries, I refer 
to those things which in their nature and their e sence are luxu­
ries, which are not necessary, which can be dispensed. with, and 
which if bought are bought only by those who can afford more 
than the comforts of life. 

Let me call the attention of the Senate to what has been actu­
ally done by the committee. There are two classes of these taxes 
that ha\e been designated by the press loosely, I think, as luxury 
taxes and semiluxury taxes. In my opinion they do not deserve 
to be so characterized, but there are in the bill distinctive luxury 
taxes, and these haYe been kept in the bill. There have been 
reductions, and those reductions were in keeping with the amount 
of money which by reason of the practical termination of the war 
we were able to remit to the people. 

Let me ask Senators to take the bill and turn to page 193. 
That section begins with a tax upon automobiles. I am not 
going to discuss the question whether an automobile is a luxury 
or not. There are some people who think it is; there are some 
people who think it is not. In any event Congress has hereto­
fore decided the question that automobiles are legitimate sub­
jects of taxation under the circumstances which exist. 

But· passing that by, 1\Jr. Presi<lent, the next provision with 
regard to thes6 taxes that we come to is the tax upon pianos 
and organs, piano players, graphophones, talking machines, music 
boxes, records, and so on. Those taxes were retained. Tennis 
rackets, nets, racket covers, toboggans, polo mallets, baseball 
bats, and a whole category of sporting articles are enumerated. 
The tax upon these is retained. 

Then we come to che'"ving gum, supposed to be a luxury. The 
tax upon that is retained. On cameras the tax is retained. On 
candy the tax is retained but reduced. Upon firearms, shells, 
cartridges, and so on, the tax is retained. On hunting and bowie 
knives, dirks, daggers, stilettos, brass knuckles, and so on, the 
tax is retained. On portable electric fans the tax· is retained. 
On thermos bottles the tax is retained. On cigar and cigarette 
holders the tax is retained. On automatic slot-device weighing 
or vending machines the tax is retained. On liveries and livery 
boots and hats the tax is retained. On hunting and shooting 
garments and riding habits the tax is retained. On articles 
made out of any fur, or articles of which fur is the component 
rna tl~rial of chief value, there is a tax of 10 per cent. On yachts 
and motor boats the tax is retainetl. On toilet soaps and toilet 
soap powders a 3 per cent tax is retained. Then there is a tax 
upon moving-picture films, which is retained. Upon paintings; 
sculptures, statuary, porcelain, and so on, the tax is retained. 

Finally, 1\.Ir. President, without enumerating them all, we get 
to the tax jmposed upon jewelry, pearls, precious and semi­
precious stones, articles made of or ornamented, mounted, or 
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fitted with precious metals or imitations thereof, opera glasses, 
marine glasses, field glasses, binoculars, and so on, the tax is 
retained. 

That is what I have regarded as the luxury title of the bill. 
Those taxes are upon things that are unnecessary, as a rule. In 
the public mind they are regarded as luxuries, and . they were 
properly and legitimately the subject of taxation under the cir­
cumstances. 

But, 1\!r. President, when we come to these other taxes which 
the Senator fror.1 Iowa thinks are distinctively lm.lll·y taxes, I 
contend that they are in no true sense luxury taxes. They are 
taxes upon necessaries of life when those necessaries are sold 
beyond a certain price. That is all there is in that schedule. 

1\!r. KENYON. :May I ask the Senator ju'st one question to 
illustrate my position? Does the Senator think that a woman's 
hat costing over $15 is a necessity? · 

l\!r. SIMMONS. I think a woman's hat is a necessity~ 
1\Ii'. KENYON. So do I; but one costing over $15'? The Sen­

ator is a married mari and he ·must know that it is a good deal 
of a luxm·y. 

Mr. SIMMONS. I dQ not know whether it is a luxury or not, 
but the Senator will permit me to develop my idea. 

Mr. President, here are things that are taxed. I will not read 
them all. First, is a ta..-x on carpets and rugs in excess <Jf $5 
per square yard ; then follows a tax on picture frames in excess 
_of $10 each; then we come to trunks in ex"cess of $50, valises 
above $25, fans above $1, smoking coats or jackets above $7.50, 
men's and boys' suits or overcoats, not including uniforms, _on 
the amount in excess of $50; women's and misses' !:luits, cloaks, 
and coats in excess of $50; women's and misses' dresses iu ex­
cess of $40; women's and misses' hats, bonnets, and hoods in an 
amount in excess of $15; men's and boys' hats in an amount in 
excess of $5; men's and boys' caps in an amount in excess of $2. 
The rate in each case is 20 per cent. 

Mr. President, I want to say that not only the rich but dur­
ing these times of high prices-and these taxes are imposed in 
times of high prices-not only the rich buy hats costing in ex­
cess of $5 but the laboring men of this country, and the men 
of moderate means have very generally purchased hats costing 
in excess of $5, because-

1\Ir. l\IcCUl\IBER. 1\Ir. President--
1\Ir. Sll\Il\IONS. Because we must recognize the fact that a 

bat 1Yhich can be bought in normal times at $3.50 can not now, 
as a rule, be bought for less than $5. So we are practically im­
posing a tax upon hats which in normal times would sell for 
not more than $3.50. 

Mr. McCUMBER. I wished to ask the Senator if he thought 
it was possible to buy a woman's coat made out of wool for 
$40 to-day? 

l\Ir. Sil\fl\lONS. I do not. 
Mr. McCUMBER. I will tell the Senator that one was shown 

me only a couple of days ago, a very light woolen coat, that cost 
$74, and if it is a good woolen coat you can not touch it for less 

, than $90, and even more than that. While to-day we are voting 
, to take om· war-working girls home because they have not money 
enough to return, you are wanting to put a tax upon a coat 

; that they must buy in order to get home. On nearly every one 
of these articles tl1e price is put oYer the demarkation between 

:.what might be called luxuries and what might be called a neces-
1 sity, and they are below the lowest possible price at which you 
can buy them to-day, I do not care what the class may be. 

: Mr. KENYON. Will the Senator allow me? 
I Mr. SII\lliONS. Let me go on and finish the list here. 
t Mr. KENYON. I wish simply to call attention to an adver­
tisement here in the city of girls' cloaks--

1 Mr_ McCUMBER. And when you come to look at the adver· 
, tisement you will have a piece of shoddy that '\\'ill not last until 
you get home with it if you put it on. 

1\Ir. KENYON. How many of the girls earning $1,200 a year 
are buying $70 and $60 cloaks? 

: l\Ir._ McCUMBER. It is because they can not get it for any­
, thing less if it is fit to wear. If they would buy- it for $20 or $25 
· or $35, I say it woUld not last them for a week. Anyone who 
knows anything about clothing will justify me in that statement. 

Mr. Sil\!1\IONS. Let me go on. I want the Senate to under­
stand what these things are. 

The next are men's, women's, misses', and boys' boots, shoes, 
pumps, and slippers in excess of $10, 20 per cent. 

l\1r. President, there are many war workers-these young 
girls who have come here to assist the Government in the great 
emergency from which we have very happily emerged-who 
came here from motives of patriotism, yet they would have been 
unable to come except for a salary. Thousands of these very 
girls have to buy shoes, and I will venture to say that while 
their everyday 1-rorking shoes might not haYe cost $10, each one 

of them has a pair of shoes which cost over . 10, for you can not 
buy a woman's good shoe for less than $10, and you can not buy 
a man's good shoe for less than $10 in these times. It is true 
yo"J may bu shoes made of leather substitutes or you may buy, 
shopworn shoes for less than that sum, but the shoe that you 
now buy for less than $1Q is subject to the defects that I have 
described or it is made out of inferior material. 

Mr. KENYON. Mr. President, there is no tax on shoes which 
do not cost $10 a pair. 

Mr. Sil\fl\IONS. There is a tax on all shoes costing in excess 
of $10. 

1\fr. KENYON. Yes. 
Mr. SII\fl\IONS. The committee further reported to strike 

out: · 
(18) ?lien's and boys' neckties and neckwear, on the amount in excess 

of $2 each; 
(19) Men's and boys' silk stockings or hose, on the amount in ex-

cess of $1 per pair ; • 
(20) Women's apd misses' silk stockings or hose, on the amount in 

excess of $2 per pair ; 
(21) Men's shirts, on tl1e amvunt in excess of $3 each ·; 
(22) Men's, women's, m!sses', and ·boys' pajamas, nightgowns, and 

underwea.r, on the amount m excess of $5 each; and 
eac<-:.3) Kimonos. petticoats, and waists, on the amount in excess of $15 

1\Ir. President, take these 23 classes as a group, and, except 
the first 9, they cover the clothing which the people of this 
country wear. It is now proposed, if a workingman is making 
good wages dm·ing these war times and is able to pay these 
higher prices, that he shall be taxed if his clothing shall cost 
him in excess of a modest sum. That is one reason why we 
did not feel that these were proper taxes to imp-ose upon the 
people. We did not regard those as the luxury taxes which 
the political parties of this country are committed to impose. 
The taxation of luxuries is no more a principle of the Demo­
cratic Party than it is of the Republican Party; both parties of 
this country have committed themselves to the principle of 
taxing luxuries, but both parties, as represented upon the com· 
mittee, agreed that these were not the kind of luxury taxes tQ 
which the principle in question has reference. 

However, Mr. President, there is another objection to this 
which can readily be appreciated by Senators who will con ider 
and reflect about the matter. All the stores of any consider­
able size in this country, if these taxes are imposed, will have 
to keep a separ&te acco'unt of each article, showing the amount 
for which it is sold in excess of a certain pri·ce. 

As a result the business of the country would be put to great 
expense in keeping such accounts by reason of the time that 
would be lost by the salesmen and the number of bookkeepers 

. that would be required in order to properly keep the necessary, 
accounts, for the Government will not take the mere statement 
of a person that he has collected a certain gross amount under 
the luxury taxes imposed in this bill, but the Government has a 
right to · require, and necessarily will require, that each mer­
chant engaged in business selling any of these articles shall 
keep a set of books separate · and apart from his other books 
showing each one of these sales and the correct amount of the 
tax received. 

Mr. President, it was represented to your committee, and it is 
a fact, I think, that the actual expense to the business people. 
of this country of keeping the necessary accounts and books 
will in many instances be even greater than the tax itself. Of 
com·se, this might not be so, as a rule; but, even as a rule, it 
can be se.en by every Senator who will think about it that 
this is a tax which is imposed, not upon the merchant, but which 
is imposed upon the people though the merchant himself must 
bear an additional expense, for he has, or-course, necessarily to 
pay the expense of keeping the books required by the Govern­
ment. In many· instances, I say, it will be found that this ex­
pense will .average as much · as the tax to be derived from this 
source by the Government. 

Mr. President, I do not wish to elaborate this matter. So far 
as I am concerned, whatever the Senate decides to do I shall 
accept. I think it is an obnoxious tax; I think it is a burden­
some tax:; and I think it is not a luxury tax in any true sense 
of that word. 

Mr. SMOOT obt.'l.ined the floor. i 
Mr. GRONNA. If the Senator from Utah will permit me, I 

desire to .ask a question of the chairman of the committee, 
merely for information. 

Mr. SMOOT. I will yield for that purpose. 
Mr. GRONNA. On page 193, in subdivision (1), under the 

title of" Excise taxes," section 900, I find this language: 
au~~~otR!o~~~~~· ~o~;~{~~~· automobile trucks, automobile wagons. 

It is the latter part of the sentence as to which I should like 
to have either . the chairman of the committee or the . Senator 
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from Utah explain. Is it understood that all purchasers of 
farm tractors must pay u tux of 5 per cent? · 

l\1L SMOOT. Yes; if it is an automobile trailer or a tractor. 
lUt·. GRON~A. What I had special reference o was farm 

tractors. 
l\lr. Sl\IOOT. I will answer the Senator from North Dakota 

that the tax is impo ed upon the manufacturer or the importer, 
but, of course, in reality it will reach the farmer who purchases 
the tractor. 

l\Ir. GRONNA. Yes; I wished to plainly understand it. We 
know that the smaller kind of tractors now cost about $l,500 
or $1,600; that means that on every such tractor there will be 
at least an $80 tax. Many of these tractors cost . 3,000. They 
are largely tractors that will pull about 6 plow bottoms ; but 
a great many farmers buy the large tractors which will pull 
10 plow bottoms, and which cost about $6,000. So that;. class 
uf trnctors will pay from $150 up to 300 tax on a common 
tractor. Is tha t 'the way that the committe~ Qnderstands it? 

Mr. SMOOT. That is the way the committee understands it. 
l\lr. JOHNSON of South Dakota. l\Ir. President--
~Ir. SMOOT. Mr. President, I desire to proceed. I merely 

want to e~--plain to the Senate my position on section 905 and 
to a lso give some of the reasons for the action of the committee 
iu striking out that section. 

In the first place, I wish to say that I am opposeu to all nag­
ging and irritating taxes, and at some time in the future they 
are going to be wiped out of our revenue legislation, in my 
opinion, as all of the taxes imposed under the title in which 
ection 905 is found ought to be ·eliminated from the bili., with 

few exceptions. 
I wish to say to the Senator from Iowa [l\Ir. KEl\TYON] that 

the House inserted section 905 primarily for the purpose of 
discouraging consumption. If the Senator will read the House 
hearings and the recommendations of the department, he will 
see that the action of the House was based upon the idea that 
the labor of this country should not be employed iu the manu­
facture of luxuries which the people could do without. Based 
upon the recommendations of the department, the House of 
Representatives put the tax in the bill primarily for the pur­
pose of limiting, as far as possible, the production of so-called 
luxuries. I do not think, however, it acted wisely in the selec­
tion of items called luxuries as found in section 905. 

I wish to emphasize tbe fact that, after the bill came to the 
Finance Committee of the Senate, it was stated to the commit­
tee by the officials of the department · that the administration 
of the proposed tax was going to be not only expensive, but in 
many cases next to impossible. For instance, take the item of 
silk hose, to which reference was· made a little while ago. A 
man goes to a store and buys a pair of silk hose for a dollar and 
a quarter. There is an exemption from tax of a dollar, leaving 
25 cents to be taxed upon that sale. Twenty per cent of 25 
cents would be the tax on that sale and it would amount to 5 
cents. An account of this 5 cents must be made upon the books 
of the company making the sale and report of it made to the 
Commissioner of Internal Revenue. It would cost the merchant 
many times 5 cents and the item would encumber the records of 
the department so long as the records are kept. Better would it 
be for the merchant, rather than to undertake to· do this, to 
forego making the sale. 

In referring, l\Ir. President, to the imposition of taxes upon 
so-called luxuries, an inference has been made that the commit­
tee bad J~efused to impose luxury taxes but had proposed to 
secure the same amount of revenue from some other source, and 
inference was made that the business of the country was escap­
ing just taxation under this bill. I am perfectly willing, Mr. 
President, to criticize this bill where it needs criticism, as all 
Senators are aware, and I knew . there are discriminations in 
the bill which can not be defended. Section 905, unde1· consid­
eration, does not impose taxes in a just way. 

If Senators will note, they will find that out of the taxes to be· 
raised under this bill, amounting to $5,974,466,000, as estimated, 
there will be raised $5,467,000,000 from the income tax, the 
,.-ar excess-profits tax, the inheritance tax, beve1;age taxes, 
cigar and tobacco taxes, and the floor tax on cigars, tobacco, 
and liquors. In other words, from the income tax there will be 
realized $2,207,000,00o-and we must remember that there is an' 
exemption upon the income of every citizen of the United States 
before any income taxes are imposed-from ·the war ·excess­
profits tax, $2,400,000,000; from the inheritance tax, $100,000,-
000; from beverage·, $450,000; from cigars and tobacco, $249,-
000,000; and from the floor tax on cigars, tobacco, and liquors, 
$70,000,000, or, as I have said, a total of $5,467,000,000. From· 
those sources alone there is to be collected of the amount of 
taxes imposed undet• this bill 91-! per cent, or, in other words; all 

of the taxes imposed by this bill outside of the six sources which 
I have named only amount to 8! per cent of the aggregate. 

I voteC: to strike out this provision because I wanted to strike 
out every item under Title IX with the exception of about half 
a dozen. They would be expensive and difficult of administra­
tion on the part of the Government. They are na·gging, irr·itat­
ing taxes, falling upon all of the people, and they ought to be 
eliminated. That is the reason I voted to strike out this sec­
tion, and if I had the chance I would vote to have the others go 
out, as I said in my speech upon this bill. 

'Mr. 'VEEKS and l\.fr. GRONNA addressed the Chair. 
The PRESIDING OFFICER (l\lr. SHEPPABD in the chair). 

Does the Senator trom Utah yield; and if so, to whom? 
1\Ir. WEEKS. I merely wish to ask a question. 
l\fr. Sl\IOOT. The Senator from Massachusetts rose first. I 

will yield to him, and then I will yield to the Sen.ntor from 
North Dakota. 

l\1r. WEEKS. I wish to ask the Senator from Utah if nny 
estimate has oeen made of the cost of collecting the ta.xe pro­
vided for under this section? 

l\Ir. SMOOT. None was given to the committee, but I will· 
say that it was stated that hundreds, if not thousands, of em­
ployees of the Government would have to go from one end of 
the· country to the other to check up the tax returns 1.mdei· 
this section, and ~obody could tell what the co t of collecting 
it would be. 

This is my po ition: If we want to impose a luxury tax, let 
us say what luxuries are, and impose a tax upon every cent of 
the sale price of such luxuries, and· not over and aboYe a certain 

·price. 
Mr. KENYON. l\fr. President--

. 1\Ir. Sl\100T. Under the House provision, if a suit of clothes 
sells for less than $50 it '"ill pay no tax, but if it sells :!:or $60 
there Will be a tax On the $10 OYer and above $-0; and, if the 
·Senator from Iowa "·ill allow me ju t a moment, I \vish to 
say to the Senator that a tax of that kind would simply mean 
this: If a suit of clothes made of wool :sells for $60 to-day, :md 
there were imposed a tax: upon the $10 exces · over $50, the 
first thing the merchant would do woulll be to buy a suit of 
clothes which, through the addition of shoddy, if in no other 
way, could be sold for $50, and thus escape the tax entirely. 

l\1r. McCUMBER. Will the Senator yield to me right there? 
The PRESIDING OFFICER. To whom does the Senator 

from Utah yield? 
l\Ir. l\1cCUl\1BER. The suggestion I wish to make is in 

reference to the very point just brought out by the Senator 
from Utah. Would not that so reduce the quality of those 
goods that the actual wearing capacity of the article manu· 
factureu would not be half of 'vhat it would be if it were all 
wool, and would we not thereby compel the person who bought 
the cheaper suit in reality to buy two suits to equal the wenr­
ing value of the one all-wool suit? 

l\1r. Sl\IOOT. l\fr. President, the bad effects of the u e of 
shoddy has never been demonstrated so thoroughly as during 
this war. You can take ladies' clothing manufactured to-day, 
costing more money than the same kind of article co t before 
the war, sometimes twice as much, and it is loaded with shoddy, 
and it does not wear half as long. 

I called attention some time ago· to the overcoating that was 
furnished our Government fo:a: our soldiers. I have · seen Hol­
diers' overcoats that could not possibly wear very long, 80 per 
cent of it being shoddy and only 20 per cent of it wool. 

I now yield to the Senator from Iowa. 
l\Ir. KENYON. l\Ir. President, I rose to ask a question of tl1e 

Senator, not to make a speech. - Would it be any more difficnlf, 
in the Senator's judgment, to collect these taxe than taxes on 
telephone messages and telegrams and tran portation? 

l\1r. SMOOT. Yes, l\Ir. President. 
l\fr. KENYON. I do not see why. 
l\1r. SMOOT. I will tell the Senator why. On telephone mes­

sages all that is necessary is to keep track of the number of 
telephone messages sent. Under the pending section say thei·e 
are a dozen sales made in the same day at ·a price over the limit 
provided in the section, a reco~d must be kept and return made 
on each sale showing amount of sale Hnd tax collected. If it is 
a $60 suit of clothes sold, a deduction is made of $50; then a t~~ 
of 20 per cent is imposed on the balance, an<l a separate record 
must be made of the sale and report made. The only prop~r 
way to impose a tax is to impose it upon all of the sales, not a 
part" of them. That is why it is hard of administrntion; and it 
is going to be very costly to administer. 

If the Senate will take the position that every item enumer­
ated in the section is an article of luxury anu wants to impo e 
a tax of 20 per cent upon them, then there would be sowe sense 
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to a tax ·of that kind. Such a tax would be easy of adminis­
tration. The House imposed this tax, as I said, not because 
these articles were lu~'Uries per se, but because the House 
:wanted to restrict the consumption of the articles enumerated. 
if possible. We all know that it takes the labor of the country 
to make these goods, and labor was wanted upon the farms, in 
the factories and machine shops. It was wanted in making 
munitions for the country and for our allies ; and the provision 
.was put in the bill more for the purpose of discouraging the pro­
duction of such articles than it was for the imposition of the tax. 

. Mr. McKELLAR. Mr. President. will the Senator yield? 
Mr. SMOOT. I yield to the Senator from Tennessee. 

' Mr. McKELLAR. 'Vould not the same difficulties of collec­
tion apply to hunting and shooting garments and riding habits, 
:which, on page 196, are taxed at the rate of 10 per cent, that 
:would apply to the articles here? 

Mr. SMOOT. Oh, no. That is a str:iight 10 per cent tax upon 
the sale of the article. 

Mr. McKELLAR. Well, this would be a 20 per cent tax upon 
sales above a certain price. 

Mr. SMOOT. Yes; and that is jnst where the difficulty comes 
io, not only of keeping account of it by the merchant but of re­
porting it to the department, and showing just what the tax 
.was on a certain percentage of the saJe. In other words, the 
whole transaction must be reported and kept track of in de­
tail, whereas the other ales can be made in bulk. 

Mr. LE:NROOT. Mr. President, wiJl the Senat01~ yield? 
· Mr. SMOOT. I yield to the Senator from Wisconsin. 

Mr. LENROOT. I call the Senator's attention to two or 
three paragraphs followjng that cited by the Senator from Ten­
nessee, where pleasure boats and canoes, if sold for more than 
$15, are required to pay a tax. 

Mr. SMOOT. Yes, Mr. President. I will say to the Senator 
the reason for that is that there are little boats that are used 
for personal use ·in going to and from their homes ; and we did 
:oot want to tax the individual or the family that 'only used a 
boat for such a purpose as that, and had to use it every day. 

Mr. LENROOT. But it does present the same difficulty? 
1\fr. SMOOT. It does, as far as that goes; but, as I under­

stand, there are only a few of these boats in the United States, 
and we did not want to impose a tax upon them. 

Mr. THOMAS obtained the floor. 
Mr. JOHNSON of South Dakota. Mr. President, will the 

Senator yield? 
Mr. THOMAS. I yield to the Senator. 
Mr. JOHNSON of South Dakota. Touching the mat ter taken 

up by the Senator from North Dakota [Mr. GRO:-.INA] with re­
gard to the excise tax on automobile wagons, automobile trail­
ers and tractors, I just want to say that a few days ago I intro­
duced an amendment to strike that from the bill; and I shall 
take it up as soon as I can get the floor after the Senator from 
Colorado concludes. 

Mr. THOMAS. The Senator will not be able to take it up 
until the committee amendments are all disposed of. 

Mr. JOHNSON of South Dakota. It is a committee amend-
ment. 

Mr. THOMAS. An amendment to a committee amendment? 
Mr. JOHNSON of South Dakota. Yes. · 
Mr. THOMAS. Mr. President, I voted in the committee for 

the excision of this line of taxes, first, because I thought they 
were too high in view of the sudden and happy close of hos­
tilities, and for the additional reason that the application of 
the term "luxury" to the great bulk of these articles was a 
misnomer ; I also believed, and I still believe, that if the House 
provision is retained in the bill it will serve to place a premium 
upon the manufacture and sale of shoddy and imitation goods. 

For instance, take the subject of clothing. A suit of clothes 
costing in excess of $50 under the provision of the bill requires 
the payment of a tax of 20 per cent upon the excess over that 
sum. I wonder if there is a Senator in the Chamber wearing 
a suit of woolen clothes which cost less than $50 if purchased 
within the last 12 months? Such a thing may be possible, but 
I do not think it is at all probable. 

I am wearing a suit of clothes which cost me nearly $100. 
It is the first new suit of clothes that I have indulged in since 
the war began, and for some time previous to that period. It 
was made to order, and perhaps for that reason it cost more 
than would have been the case if I had bought it ready made, 
but owing to the symmetry of my figure and the perfection of 
my form it is impossible for me to obtain any custom-made 
clothing that will pass muster in the eyes of my wife, and I 
am therefore compelled to resort to the other method. I do not 
consider that I indulged in a luxury when I secured this suH 
of clothes. 

LVII--49 

..We must remember, Mr. President, that the price of ruw 
material has adnmced enormously since the war began. Wool 
has increased several hundred per cent since the war began, 
and unless I am mistaken the price of wool to-day in the 
market is in excess of 65 cents a pound. That is r'aw wool. 
When scoured it shrinks fully 70 per cent. Consequently the 
actual wool in the raw material that is fit for manufacture 
will cost three times 65 cents, or $1.95 a pound. With wool at 
that market price, to say nothing of the increased cost to manu­
facture the cloth and make the suit. who will contend that a 
$50 suit of clothes is a luxury? · 

In this excluded list is an item of 20 per cent upon all rugs 
and carp~ts costi~g in excess of $5 per square yard, except 
those wh1ch are rmported. To-day the sum of $5 will not 
secure .the wool that goes into a square yard of carpet, and a 
carpet 1s not a luxury in this latitude. This is one item. 

Take that of shoes. The price of shoes has increased some 
200 or 300 per cent-200 per cent. at least-and as a consequence 
t!te price of good sh_oes ranges all the way from $10 up, and par­
ticularly shoes which are made for women, which are much 
more expensive than those which are made for men. Is it pos­
sible that we are to impose a tax 'Of 20 per cent upon the exce s 
of the cost of shoes to the consumer o•er the sum of $10 per 
pair? 

Silk, 1\~1\ Presi().ent, has ceased to be a luxury. There are 
luxurious silken goods, but silk has become-1\s-"CCmmon and as 
~ecessary a fabric as cotton and wool in the ordinary consump­
tion of the day. All silken garments and articles of wearing 
apparel-neckties, even~have increased in p-rice enormously; 
yet we are levying a tax upon silken goods as luxuries, when 
they form a part and parcel of the necessities of eve1·yday life. 

Much opposition was made to the consumption tax proposed 
by_ the Senator from Utah [l\Ir. SMOOT] of_ ;L per cent upon re­
tail sales, because it was a tux upon consumption; yet, under 
the pretense that we are placing a tax upon luxuries, we propose 
to penalize the consumers of the country to the extent of a 20 
per cent tax upon articles which they must have, which nre 
necessities, and which I think they will surely resent if, under 
the guise of luxuries, this enormous tax is ];>laced upon them. 

There may be here and there a number of items in this e:x:­
clnded list which are not absolute necessities. It may be that 
ladies' fans are luxuries. It will be pretty . ha.rd to convince 
a woman that they are, especially in the summer time; and I 
know of few women who would be <;!atisfied with a dollar fan 
in these times, for fans also haYe increased in price. But if 
more than that amount is paid a direct tax of 20 per cent is 
immediately placed upon the excess. Now, as a matter of fact, 
the excess will be largely, I think, above · the minimum price 
fixed for this line of goods. It may. be, .now that hostilities 
have ceased, that prices will show a tendency toward reduc­
tion. I have not yet observed H, and I do not believe that appre­
ciable reductions will appear for some time 'to come, because of 
the enorm'Ous demand for the necessaries of life which will a.t 
once exhibit itself when normal conditions shall have returned 
and the interchange of commerce between the nations really 
begins. So, 1\fr. President, I cast my \Ote in the committee, as 
I shall cast it here, for the excision of these items. 

Now, 1\fr. President, a word upon another subject. 
I was much impressed with the brief but graphic address of 

the Senator from California [1\fr. JoHNSON] a few moments 
ago with regard to the war-profits and excess-profits schedule 
or title of this bill. My position upon that subject is known, 
though perhaps not as well known as it would have been if I 
had been honored with a greater attendance in the Senate a few. 
days ago when I discussed my proposed substitute :for the entire 
title. I fully agree with the Senator in his attitude regardinb 
a tax upon war profits. I think they should be made the . basis 
of an immense amount of the revenue that we propose to raise 
by this bilL The difficulty with the bill, however, is · that it not 
only confounds so-called exceEs profits, condemned by the 
Secretary of the Treasury and by the President, with war profits. 
but it extends both to profits which are not the result of 
profiteering, not the result of the war, thereby combining anfl 
confounding the just with the unjust, the good "ith the bacl, 
by treating them all alike. 

I believe, too, that the war-profits tux should be extended to 
partnership~ and to individuals, for there be profiteers and 
profiteers; and the corporation is not the only sinner, neither 
is the capitalist. The man who sells raw material, the man 
laboring in that raw material, who takes adYantage of war 
conditions and demands undue profit or compensation, is ·a 
profiteer. His unjust gain may be comparatively small, but it 
is a profiteering gain just the same. This bill does not reach, 
these people. This bill, on the contrary, exempts and excludes 
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a very large c!ass of individuals, and a comp..'lTatively large In the report of the Honse committee upon this· bill, on pn.ge 
·lass of individuals associated touether as partners, whose 8, is- a table which illustrates what 1 am saying by a com· 

unll'Ue war profits we can reach only by a system of ineome-tax parisen of the iucome- ta~ under thfr United Kingdom Ia·ws and 
l •ies. , · un"Cler. the lftws of: Oanadat and o-f France, It; will be observed 

The Senator, of course, kno~ that Great Britain reaches tllis tliat wheue we get $30 on a. given income of 2,500 Great Blitam 
line of pi!o.titeeJ:·s by a very heavy increase in its pe-rcentage of take $210.94. If" we- go- up to $5",000' the rate of l'evy undel.' thls 
tax upon comparatively small income , but if we.· attempted to . bill is $180. The rate in the United King<fum biH is $75Q. 
llo that l'iere- we wootd· at once awakeR the same o-utcry against I wlll a k lea\e to. print in my remark pa~re o:tl th House 
:Lung the man of modest iacome, the poor man.. that we Il:a-ve report upon the revenue b.il ~ ms. under which the enm:nwus 
onfrontea under tll.e- provLions reported in the ~ll upon tho e excess of pereentage · of income-tax: rate upon small incomes in: 
ubjects. Great Britain a compared' witk our i v ry gi.il~hi ally ho.w.n: 

Income tax" upon specified tncomes of nurrried pe1'sons or heuxls of.fa:m£tieft tvitli no clepende'rl.ts kried in. tha United· States, Unitea K1:·ngw m; 
Canada, anct France. 

Unite:<! Sta.te.s ta;x;un<ltlr-

Existing law~ Proposed blll'. Amcmnt. Rate (pel' cent). Iucome. ·of married persons 
or heads of~milies. l--~-,-----1--~--:-----~----------il---....,.----l 

~-~Eame.i , Rate. Rato! 
. Amount , (per Amount. (per 

· cent). ' eentj. 
n.eam.ed . 

L. 20 $281. 25 
2.00 : 4%.31 
2. 5} 5(j • 44 
3:00 725.56 
3. 33; I 843 75 
3. 60. 937. 50 ' 
4. 00 1,237. so- ' 
4. :n :t, 35 .• 00 
5. 08 1, 462. 50 
s..n 1,575..00 

21 1, . 50 

i.~ ~~ 
'l. 72' 2, 362. 50 J 

8. n : 2,493.75 
45 2;625. 00 

10d>li 3', 750. 00 
U.9-! : 4, 812. 5£) 
14.~ tr,. 12.50 . 
1~. 98: . '937. 5Q . 
l8. 65: 1:1, 187. 50 
2fl 5li 13, 552. 50 
21. 9lt 15,931. 50 
28. 6(t 1 • 431. 5.0 
22~.997..2 20,937:50 

""" 23,5.62. 50 
2&. 16 26,1 'l. 50 
31..26' I 31, 43T. 5Q' 
34:.12 36,687. 50 
~7310 i 47,,17.50- j 

-..v.. ! . TJ, 437.00 
SO:l55i , 99;,687:. sa 1 
56. 03> ' 152:.1 7. 5() l 

59". 42 257 ~ 187. 50 
4:. n 519,687.M 

'lOk.'lt 2,, 6lll~681. 50 

Eamed. 

$210.94 
356.25 
453.15 l 

58L.26-
675.00 
750d)() 

t,o:u. 25 
I, 1.2£.00 
1,218. 75 
1"312. 50. ' 
t,400.25 
1-,800.00: 
l:.-912:.50 
2,_025:.00. 
2,137.59 ' 
2,.250 00 
3,281. 25. ' 
4,812. 50 
6,812. 50 
8l937t. 50' 

11,187.50 
13,562.50 
15,937.50 
18,437.50 
20,937.50 
23,562.50 
26,187.50 
31' 437'~.50 
36, 7. 50 
.fT,l87~5(), 
13.,437.50 
99, 687..5(). 

152', lSI~ 50. 
~7,18T.50-
519,68i.5Q 

2,619,687. 50 

11.25 
H.st 
lit 2!1, 
UU5 
18.15 
18..75" 
22.50 
22.50 
22.50 
22.50 
22.50· 
26.25 
26.25 
26>25 
26.25 
26.2$ 
30.00 
32.08 
34 .• 06 
3U..7a, ) 
37.291 
38; 75 
39.84 
40•.97: 
41.88 
42.84 
43.65 
44..91: ) 
45~86 
47.19 
4&96 
49. 84, 
50.7,3 
51.441 
51:9T 
52.39 

i 44-
Ill.87 
12. 96'- . 
14.53 
15.00 
15.00 l 

18.75-
1 71i 
18.75 
18.75 
1&75 
22.50 
22.50 
22.00 . 
22.50 i 

22:.50 
26.25. 
32:0 
34'.06. 
35.'Z5· 
37.29 
38.75 
39.84 
0.97 

41.88 
42.-84 
43".55. 
4.4.91 
45.86 
47.19 
4.&.% 
49.84: 
50.7:3. 
51'..44 
51.97' 
52.39 

Canada •. 

Rate. 
Amount.. (per: Amount. 

cen.t). • 

SlO~OO· 
20":00. 
4:(}.00 
oo •. oo 
80.00 

100.00 
120.00-
14.0. 00 
171. so. 
~.00 
:t.M.50 
266.00 
297-50 
329.00 
360.50 
3.92.00 
639:-~50· 

1.00 
1,382.0& 
2.,042. 00: 
~702..00: 
3,472.00 . 
4-, 242; ()()] 
5, 012: OOJ 
5, 782.00 
6,827.00 
7., 72". 00 J 

9,962.001 ; 
12,327~00 
17,007.00 . 
34, 282. 00. ' 
50,957.00 . 
96,85'l..QQ 

195,407.00: 
499, I-57.00 

3,415,157. 00 

$31 •. 25 
50". 00 
'12: 50· 
9Z:.50 

12&75 
160.00 
1.9h2.iJ 
222..50 
ZOl. 75 
28-3'...00. 
3t&. 25 
3!7.50 
385: ()()· 
422: 50; 
460l 00 
497;:;0 
69L.25 
910. 00: 

I, 3!lZ: 50 
l,9SO, OQ 
2, .522~5(1 
~U7:...50: 
a, 1.12. 50 
4; 391:53 
5"~022. 50 
5,_647~ 50 
6,272. 5(1 
T, 772.50 
81772.50 

11,272; 50 
17' 5.22; 50 za; 7:72. 5(} •• 
36,272.50 
61, 272. 5.0· 

123 112.. ro ' 
6.23; 772..50 . 

L25 
11.67 
2.07 
2.44 
2. 8G 
3.2() 
3".48 
3l71 
3.90 
4.07 
4. 21 
4>.34 
4.53 
4:.69 
4lSi 
498 
S:53 
6.07 
6.99 
7~ 84 
8.4-l 

99 
9.(3 
9. 77 

10.05 
10.27 
10.45 
10.75 
10.90 
U.27 
ll.58 
ll.S'J 
12':09 
12.25 
12!.38 
12.48 

It is a- method and perhaps. the only :o:~£thod. for ~eaching: the· sor.:ry the- Senator believes that n rul:e so uni er l would hm·e 
c;:mall profiteers, yet I do n_ot be.lleve there a. man within tl'le no special favor here. 
·ound of my voice whu would vote. for such a, ra~ on ill.CQmes :au~ THOMAS. Th Senato • misunderstand me. I. believe 

to-day, simply because. it· ~:eache too- 1n:any- people" it" takes in that there is a very strong sentiment against placing- high tn:xe · 
·too many profiteer ; it get·. the small pl'01iteer a \.vell as the upon. small i.nCQm.e.g, 1 uo not believe· ther is 8_enatoc here- in 
large one. , favor- of. pla.cin.g: a l.&rge tax upon small ine()Jll.es. The- British 

:r confes , I shou!d not ad~&cate it myself for the very good tax a:polli small in~omes is> mu.<ili. mo.re than twice as . .beaVJ>' as 
l' ason that r do not "believe in. placing such a hea~ nand upon the. Am~riean tax upon smllll incomes. I agree- with the Se ... 
the man with. a legitlma.te ineo.me for the purpose ot :reacl'dng ator that the- exemption :fir&m income tar shQu.Id b Y' y lo , 
tbe profiteeTing ini!Om~ of the· ma.ll1 w.ho e: returns are prnctically the lower the better.. . 
a the same rate. I mention. that-- Mr. SMITH. of Mielligan. UDder the Briti n stea Ji b.e. .. 
~ r. SMITH of' Michigan. 1\Ir. President--· lleve the' exemption i 6-46\ but ii this system i , to. be. pe.rma· 

r. THOMA.K J"ust a moment. :t mention that for the ptn;· .nently succe ful i: must be fail" an<l just and np~ly to all 
po ·e o! emphasizing tbe difficulty llich. the cmmni.ttee: studYing people: alike in proportion to- theil!" mcom . In that · invi•.li· 
this very important nn£1 complex question ou:Id be. eon.fi:onted o. distinctiQD.Si are avo.ided._ r think there is no p~son poor 
:vithr all n.Tong the line from the man with a: $2.5.00 incwlll& to that. hc0 would not be happy to. contribut biS· mite toward the 
he man witb an income. of $100,000. I yield tfli th Senator , e:::q>eJl ·es ot the Go ernment. ii he· had an oppo.rtunit~ t d s . 

f1·om Michigan. 1\!r-. WOl\lAS. I do not think the S nator: and ll di a re. 
Mr. S...~ITH of Michigari. I was. somewhat struck with t e . But to illustrate my contention- let me. call. attenti again to 

statement of the Senater that the uppllcatiou or the- lktt:ish. rnle tbi tablel Unde£ th Ql"'posedl law tile amount c_ellectell frem 
was so widespread it would find no sanction here. $5,000 income would b 7.:50 in.t Great Britain. The m~ 

M1. THO:l\-IAS. Only a~ to small. incomes. income "WOuld p 180 here. Take 7,500. Here th tax f 
JUr. SMITH of Michigan. As to- small incomes_ B.u.t does not $4'lQ. In Gre t B.ritaiu. it is 1,681", or nearly fou time 

the Senator think that the mtlle 0f nn. income: taxllea or slwnld muc.ll:. It: woul£li. be impo~ 'ble f u ... , if we .uld rea tll 
lie in the universality of it?- sman pro:fitrer, to. impo such enor cOU I> reen.tageS: o! t. 

Th·. THOMAS. Certainly.. Ul)O smaill income • Th difliculcy i on whlc;:h. ~a.u. not be 
· Tl~~ S::u!TH: of Iichlgan~ That ought t n J,y to all ineo.me · ~vereom.e- by that means "nd the> sm 11 p1-o1iteer will e cap that 

Mr-. THO~IAS. Certttin.ly~ to all inet>m . ir excess of. six. 01: rontribution. htd even tmder a 401 &t 5Q. o.t 00 pet" cen.t war· 
seven hundred c1oll.a.rs. ·profits tax: the. hlg profiteer must respond to. 

1\fr: SMITH of 1\fi.cb..igan. Any attempt- to ye.Jleve cia se of Mr. PI·esident, before I take my · seat I wish to refer to a 
£itizens is fraught with dang&· nnd cut,;ht to be a\oided. I am little incident of this morning, and for which. my genial and 

• 
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very dear friend tile Senator from Arizona [1\Ir. AsHURST] has belieYe to be a tax on luxuries. I have no doubt the misappre­
taken me to task. During the remarks of the Senator from hension arose from a statement that was given to the press 
Iowa in support of this amendment I challenged his statement by the distinguished Senator from Pennsylvania [Mr. PENROSE], 
that Grover Cleveland 'vas a Democrat. Let me· assure my who announced that all taxes on luxuries would be removed as 
friend from Arizona, and the Senate as well, that I intended 1 soon as the committee could reach a report. I will read from 
and I made no reflection whatever upon the character of the the Toledo News-Bee, a newspaper printed in Toledo, Ohio, 
former President. Such was not my purpose. Of his honesty, under date of November 23, 1918. The headline is: 
of his integrity of purpose. I make no possible question. Of War taxes to be lower soon, says Senator Boms PExr.osE. 
his courage no man can make any question. Indeed, his cour- The headlines continue as follows: 
age was, in my judgment, a defect rather than a merit in his In the meantime be an optimist on America. Share prosperity. 
official career, warped as it was in a wrong direction. An bon- This is the view o:t Senate's tory leader. 
est and courageous man in high position who goes wrong is That is the headline~ Here is the editor's note: 
more dangerous than one of weaker fiber. My remark was 
based upon the fact that 1\Ir. CleYeland was elected by an over­
whelming majority of the American people both in the popular 
yote and in the Electoral College upon a platform unmistakable 
in its meaning and voicing the sentiments of his supporters. 
He set his face against one of its principal features regardless 
of consequences. He found his party strong, supreme, and 
effective. He left his party ruined, broken into a thousand frag­
ments, and doomed to an exile of many, many years. For this 
he was responsible more than any other man. 

There can be no question, Mr. President, that the utter lack 
of harmony between the administration and the mass of the 
Democratic Party during the last two years of his last adminis­
tration, due to his stubborn ciisregard of his party associates, 
doomed it to the calamity of political defeat. And everyone 
knows that Mr. Cleveland opposed his party in the campaign 
of 1896. It was for these reasons that I made protest to his 
democracy. I have made it frequently. I made it everywhere · 
-in 1896 and again in 1904, and so did many other Democrats 
far more prominent in its councils than I ever have been. 

1\Ir. 1\IA.RTIN of Virginia. Mr. President, I shall occupy a 
'\ery few moments. I desire to say to the Senate, and I trust 
I will not be misunderstood in saying it, that there is a very 
general desire that the Senate shall be at recess the balance of 
the week after to-day. It has transpired that that conviction 
has permeated the Senate to such an extent that it is now prac­
tically certain that there \viii not be a quorum of the Senate in 
tile city after to-day. As it is -very important that this bill shall 
pass the Senate and go to the House before the recess com­
mences, I feel that I am tak~ng no unreasonable liberty when I 
bring it to the attention of Senators that the bill will have to be 
passed to-day or we will be without a quorum llnd the bill be 
unpassed. 

1\Iy object is to appeal to Senators on both sides of the Cham­
ber to unite in the purpose to conclude the bill to-day and let 
it go to conference, in order that we may not break up here, as 
we certainly will have to do to-day, when there will be no 
quorum of the Senate in the city after to-day. I am assured 
that reservations have been made sufficient to demonst1·ate the 
fact that the bill must pass to-day or it will not pass this week 
and will not go to conference until after the 2d day of January. 

I appeal to Senators to cooperate to that end. In doing that 
I know, of course, Senators will understand that I have no wish 
to interfere witil any Senator who desires to express his views 
about the bill, but I want him to do it with a full knowledge t>f 
the situation, so that he may, as far as he is inclined to give his 
views, do so, but that he may limit his remarks, so that we may 
be enabled to reach a final disposition of the bill to-day, for if it 
goes to conference before the recess it must be passed to-day. 

I am sure Senators will appreciate the need as fully as I do. 
I simply desired to bring to their attention the conditions which 
confront us and appeal to Senators on both sides of the Cham­
ber to unite and cooperate in completing the bill to-day. 

l\Ir. THOl\!AS. l\Ir. President, I think the warning given by 
the Senator from Virginia is very timely and necessary. I 
think be has stated the absolute fact, but I want to say that it 
is a humiliation to me as a Senator to be required to stay here 
and attend to public business in face of the fact that so many 
seem to prefer a good holiday season at this critical period of 
American affairs to staying here and attending to the public 
business. 

lUr. ASHURST. 1\fr. President, I had intended to speak for 
se'\en or eight minutes on this particular subject, but I appre­
ciate the force of the suggestion and statement of the Senator 
from Virginia, and hence I will consume but three or four 
minutes. 

There has been nmch doubt as to whetller or not this was a 
mistake on the part of the committee. That doubt bas been 
dispelled, and I am bound to say in seriousness that the 
speeches made by the chairman of the committee [Mr. Sn.r­
MONS]. by the Senator ft·om Utah [~lr. SMooT], and the Senator 
from Colorado [Mr. THO:ll.AS] have cleared up a good deal of 
misunderstanding as to what was the intent and purpose in 
striking from the bill this tax, which a great many Senators 

One of the most powerful men in the llepublican Party is Senator 
BorEs PE~nosE, o:t Pennsylvania. He is also a silent man. Both in 
Republican national conventions and in the Senate he does his most 
eft'ectlve work in committee rooms. He seldom makes speeches in 
the Senate, confining himself to keen-edged questions which are hard 
to answer on the spur of the moment. He is also very seldom inter­
viewed. His views, as here set forth on the Nation's future and its 
finances, may be taken as the views of the dominant faction in the 
Republican Party, which expects to control the next Congress. 

Then there is an article by Mr. l\Iilton Bronner, a very cele­
brated writer, who says: 

WASIIIXGTOX, iYovem1Je1· 23. 
On the immediate future of this country be a bull. In other words. 

be an American optimist. The country is in for prosperity which will 
be shared aJike by the capitalist and the wage earner. 

This is the view of Senator Boms PE:-.ROSE, from the industrial State 
of Pennsylvania. PE~!lOSE, as everybody knows, is the leader of the 
conservative, or tory, or reactionary forces in the Senate. He is the big 
boss of the Republican o~·ganization in Pennsylvania. 

1\IAY BE A SE~ATE LEADER. 
If the olu leadership of the G. 0. P. succeeds, he will be the chairman 

of the Finance Committee in the next Congress, and, therefore, will 
have a very large part Jn shaping the fiscal policy of the Nation. 

Then follows the interview, and I am botmd to say it -is 
largely a '\ery sane, statesmanlike paper; but the Senator from 
Pennsylvania, like Cyrano de Bergerac in the play, in his last 
line hit. I . will read that paragraph. The Senator concludes 
his interview as follO\YS: -

It may be some consolation to know t!Jat those huge bu1·dens of taxes 
will only be paid once. The annoying taxes of a smaller variety, taxes 
on transportation_ sales, luxuries, and similar articles and transactions 
will be among the earliest to go. 

To a wayfaring man, a Senator ''ho is not on llie Committee 
on Finance when a great bill is brought in of nearly 300 pages, 
the ranking member of the Republican minority announcing in 
advance that all taxes on luxuries would be removed, such 
Senators must be pardoned, when they see an appearance of 
taxes on luxuries having been removed, for believing that those 
appearances are justified, especially in view of the intervie'Y of 
the Senator from Pennsylvania, \Vhich announced that luxury 
taxes are to go. 

Mr. Sil11\IONS. I think the Senator nli understands the last 
declaration the Senator from Pennsylvania made, that trans­
portation, sales, and luxury taxes must go. When lle said tlu~t 
he was refer1ing to some future time when we get rid of the 
war taxes. The transportation taxes are still in the bill. He 
could not have referred to their going out, because there neYer 
was any suggestion t11at they should go. out. They have not been 
raised, however. They are the same as the present law. They 
have not been increased. 

Mr. ASHURST. That is all I care to say, Mr. President. 
l\Ir. l\lcCUMBER. Mr. President, I realize the great difficultY, 

in bringing any number of Senators to a consideration of a re­
view of their own conclusions, conclusions that are very often 
formed upon a mere surface glance at a provision without study; 
without considering any of the reasons, and immediately ex .. 
pressing themselve..c:; and finding themselves in a position where 
they must either plead guilty of inconsistency or else stay by1 

their first conclusions. The Senator from Arizona l1as stated 
that for years he had been making speeches to his constituents 
in which he had proclaimed that it was the duty of Congress to 
lay good and strong and heavy taxes upon luxuries, and he sees 
something in the bill which he deems does not conform to that 
view, and immediately announces that he is against it ~tnd 
hopes that his party ·will be against it. The Senator from Kan~ 
sas [1\Ir. Cunns] immediately declares that he hopes that every, 
Republican will vote against the amendment that was adopted by; 
the committee, because as he views it is not conforming to his 
idea. 

Now, let me put that question straight to the Senator from 
Arizona, and I think I will be able to get his own '\iews, and I 
believe when I get them upon a true stnternent of the fads ·we 
will not very materially differ. 

Mr. CURTIS. l\fay I interrupt the Senator before he got's into. 
that? 

Mr. :McCU:l\ffiER. Certainly. 
Mr. CURTIS. What I said to-day diu not relate to dome~tic 

luxuries. I asked for a '\ery high duty on imported lm .. '"Uries. 
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Mr. JUcCUl\IBER. Yes ; ::wcl I 'Till agree with that part, not Dn.Jwta thi. que!'ltion: The Hou e bill lain n tn.· on picture 
only that we should hnYc> n uuty but a Wgh duty. The Senator 1ram where e.'lch picture frame co. t oYer $10. Do tlle Sen­
from Arizollll has saitl to one of hi confiding constituent: that ntor think a plctnre fra me tlw.t co ·ts ~10 is a Jux.tu·y ot· not? 
it is his llUrpo ·c as a Senator to ee tll<.tt in a tru.·lff 'uill luxury l\1r. ~Ic lJMBEH. I ay you woulu not want one fot· , 10 
shall be taxed, and the Senator hopes for the retenti<,>u of the that ~·~u would haye in your house. 
provision of tbe llou c to carry W. own statement into effect. Mr .• o\.SHURST. I say a picture frame that cost OYer '10 
Now, let us see what there ·ult will ue. when you are conE.i:a.ntly appealed to to b e onomical i · n 

If the Senator says to this constituent, "I kuow that you can luxury. I know that uoy · of the age of 15 and 25 frequently 
not buy a good woman's coat, n1l wool, for less tban $60 or $70, want to llaYe iheit· neckties and socks match in -color and I 
but you can buy cheaper goods-that is, an nrticle 15 or 20 re pectfully as ert that a necktie that costs ove1· $2 is a lu.:x:m·y. 
per ·cent shoddy 'for $4o-and thereby I have taxed the lux- 1\Ir. J\1c0illiBEll. \cry well. The per on who buys a $2 
m·y, but I have not taxed you," a·nd if that constituent is a lndy necktie im parted with $2; he has paid somebody a profit, ancl 
who knows anything about ihe worth and value of an article somebody who made thnt rn·ofit is going to be taxed. That 
which she is buying she will say to tbe Senator, "Wool is not a is all. 
luxury. I am entitled to a " ·oolen coat; it is not a luxury aud Mr. ASHURST. So I coul<l go on do,Tn tile JJill. I repeat, 
has neYer been considered us a luxury. It is true that I can I am bound in fairnes · to say that the Senat or from North 
buy a shoddy coat for $40, hut my 70 Emit will last me two Dakota makes a Ycry ·trong.point with reference to shoes and 
years, while the shoddy suit I eoultl wear only six months. If \\ith reference to clothing, but there are in tb~ bill item other 
I am going to " ·ear coa , I ·hall have to buy two of those shoddy than those relatin.., to hoes and clothing. 
suits or three to get the same Yalue that I woulu get ~ut of one 1\!r. THO:i\1AS. 1\lr. Pre ident--
of the $70 suits, which is all wool." Will not the good lady, the Mr. McCUMBER . . I yield to the Senator from • lorudo. 
constituent of the Senator, immediately call ills attention to the Mr. THOl\L&..S. . I de ire to . ugge t that the purpose of the 
fact that instead of relieving her from paying this excessive tax other Holl.8e, as I . under tan~ in fuing the tnx: ur on picture 
.he 11.-as ~ompelled her to buy t"\\O suits where she ought to have fram costing in excess of $10 "·a not to tux a luxury, but to 
bought but m;~e? The Senator knows as well as I do any anyone prohibit a -certain line of commerce during the 'Yar. 
else ·who has ·bought a sl1ocldy article to wear that one good 1\Ir. 1\IcCUl\IBER. That wa the purpose of all of the ·c pro· 
woolen suit of clothe for man or woman will ·outlast three snits \isions. 
tllnt have even 10 or 1u per cent of slwddy in the mixture. Mr. THO~L-\_S. It was the purpose ot nll of them. 

As a matter of fact, I do not eare what your advertisements J\lt', McCUMBER The purpose was not to collect anything 
are in your paper , you can not go into the city of Washington out of tt.en1; but the operation of the tax an<l the nn.tu.rnl ffe t 
to-day and buy a good woolen coat of wool, a winter co.nt, for $40 <lf. it, as a whole, would be enormously to tax people wllo are 
or e\en . 50. I have some reasons for lmowing. now paying cxtra\agant prices for e\erything which they 

I "·ant to say that there are some articles in this Jist that purchase. . 
probably could stancl that tax, and it wonld apply only to tho. e I furtller yielll to tlle .len.ater f1·om .A.rlzonn now, if llc ltn~ 
who are able to buy what you call luxuries, but remember that not tinishetl. 
the snit of clothes 'Yhich cost you $40 before the \Var, antl ·which 1\lr: A HURST. The House bill, ru.non('l' other thiug, laiil 
wa not a luxury then, costs you $70 or $80 to-day. Now, you n tax ou uoy • pajama \her they c<>st oYer $5. I think that 
a.re getting the s..•:tme thing. It is no more n. iu:x:ury to-day be- in the~n times. wllen we are urging contributions for the Retl 
cause you have got to pay hrtce as much for it than it was a Cros Jm(} ll'llen we ar all trying to buy libet·ty loan .JJooll'"'. 
luxury before, and ret you are goinoo to put a heavy ta..~ on the ordi.ruu·y American boy would be satisfied mtll n pair ot 
everyone who i · already taxed to death in order to be n.blG to buy 4..GO pajamu . I think .a pair of pajama · co tiog over . ·:- may, 
that woolen uit. Jn fail·ue s, be considered a luxury. lndeed, there are \ery 

Now, I come to shoes. ~'he .Senator from North Carolinn few of the ons of toil, those who produce the -wealth, who, iu 
[1\Ir. S:ru:MoNs] says you can not get n good pair of shoes short my judgment. "J;\-ear pajama.s .at alL 
of $10. I telieve that is true. He is correct wh{!n he buys l\Ir. l\IcCUMBEIL I will say tllat I clo not, anll I <]o uot 
women's shoes, a.nd probably he could get men's shoes that .know anything about pajamas. (Lau<Yhter.] 
would be first class short of $10. You can buy a $6 shoe to-day, 1\ft• .. ASHURST. Neither do I; an.d. that i · the reason I thillli 
but is it economy on the part of those who can afford even they an a luxury. 
to buy a $10 shoe to pay $10 for a pair of shOC$ that will last l\Ir. 1\!cCUMBEit. I <1o not know what they co.t; I l'u.J.ve nn 
them18monthsratllel·thantopay~6for.a.pair.ofsboesthatwlll i-dea, however, tbat if they nre woolen they may not be pur• 

.last them 6 months? Are you doing a kindness t<> tbat pur- cha e<l for tL 
chaser when you say to him or her w.e.will compel you to buy 1\Ir. ASHURST. That lilllY be true. 
a cheaper grade? .Mr. 1.\IcCID!BEn. An-d I.1·ather think that your mountaineers 

You can draw your own conclusion without -a great deal of or your men out on the plains in the cold a on in Arizoun ara 
study, that if on a man's .suit of .clothes or a woman's suit of entitled to woolen pajamas. 
clothes that costs 50 you put .a tax of 20 per cent .on rul the Mr. SllU10NS. This i · also .a tax on me11's nntl women's 
excess . everyone knows that you are taxing .a thing that 99 per paj.amas a · well a · on boys' pajamas. 
cent of the people of the United States buy e\·et7 <lay in the 1\!t·. ASHURST- I do not care to say anything furthe1·. I 
year, and you are putting a very unjust tax: upon it; .and you ftlll going to be fair enough to admit that a •ast deal which has 
know fm·ther, if you know anytbiug about manufacturers, t11at been said by the Senator trom North Dakota i tme, bnt I 
they will attempt the moment you pass this bill to manufacture maintain .my original ground that a vast number of tllese 
one c1ass of suits that ean keep them just below the tax:i.ng .article3 from which the tax bas been excluded, jn tile domain 
amount, and to do that they have got to shoddy it enoTmonsly. of llonestJntellectulll expression an<l by the standard <>f ordlnnry 
Th.ey will manufacture the other of good wool, which every American , are luxuries. 
American citizen is -entitled to have, and you will bave a tax 1\It•. McCUMBER. Well, it may be that we could pick out o. 

f ·10, $20, $30, and $4{) to pay. 1 ask tbe Senator if he eon- few <>f those that one doe· not very ~ften buy, where you might 
siders that tllat is just to his constituents who want to buy call the price above the price that is fixed as being omewhnt 
woolen goods. I .know that a pair of shoes that costs $10 is luxurious.; but there are Yery few of them to-day which I think 
worth moTe than the difference lbetween n pair of shoes that wouW come under the cntegory of luxul'ies. 
costs $6 or $5 in its wearing quality. However, let me ask the Senator from Arizona another qtlc>S-

l\.1r. ASHURST. The Senator lms asked me n. question, and I tion, and it is based upon an entirely different view of this wllole 
think I ought to arumrer it. subject. W..e pm·pose in this bill to tax incomes, and we propose 

lli. McCUMBER. Cert:linJy; I would just as soon have the to tax incomes all they will stand. If we have not <lone it, then 
Senator answer it now. we have not gone far enough .on som-e of the incomes; that is alL 

Ir. ASHURST. 'What the Seunto.r has said about clothing Is it not a far better way to do to tax the income and then let 
and shoes is in the dolllll.in of trne controversy, and I om bound a man spend his money, paying such price • as he ees tit for tile 
to ·ny it is quite true when he limits it possibly to clothing and clothing he buys or for the carpet he buys to put down on hi~ 
shoes. I am not goinoo to dispute his suggestion tlult wbeu you floor? We may tax the dog woman of whom tbe Senator from 
go to get a good suit of clothes you have to pay $50. There is Iowa [Mr. KENYoN] was speaking, by taxing ller income so 
no doubt about that fact. greatly that she can not afford t~ keep the fluffy dog and the 

1\lr. 1\IcCUl\fBEH. You can not get a woolen suit of clothes fluffy man to le:ad him around. Would that not be a far bettet• 
to-dny that is made up Tightly -and rrood to last for ,.50. way to meet that situation than it '\\oultl be by placing a tax: on 

l\Ir. ASHUTIST. I will grant that, and in inveighing aga..1nst ' ~ollars, for instance, to put on dogs? 
this particular section, '"hich I have aid is also a tax on luxu- 1\Ir. ASHURST. Mr. President. when the Sennt r from Nortli 
1·ie ·, I run going to a ·k the distinguished Senator from North Dakota l>egins to talk in favor of the income tax, his feet are on 
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rib rod:; his position is impregnable; and with merely one 
amendment the income tux would be alm-ost a perfect tax ; that 
i , if we required the returns to be made a public record we 
shoul<l haYe, in my opinion, almost an ideal tax. 

Mr. McCUMBER. Tbnt may be a subject as to which there 
might be considerable disagreement; but I am trying to speak 
to thi provision ::tnd. to see whether or not we really ought to 
impose a tax. 

I desire to earry my thought a little further along that line; 
and that is as to the right of indiYiduals when they have earned 
their money and when they have paid their proportion of tax 
out of that money to do as they have a mind to do with what 
they have left. One man ma-y make a sum of money and think 
he wants to travel, and he uses his money in travel. He goes 
over to Europe, and he views the battle fields. That is what he 
uoes with what remnant of his salary or of his income that he 
has left. Another man would prefer to buy a little better carpet 
for his home. Why not let men spend their money in that way 
so long as the Go...-ernment has taken its share out of that 
money? 

I know people even in this city who, I do not think, .have 
enough to eat ; they skimp and econ-omize in every way in 
order that they may go to the theater two or three times a 
week. They enjoy the theater more t.han ·they do a good meal. 
I might enjoy a good meal with my family better than I would 
enjoy going to the theater. Then why, in heaven's name, can 
you not let the other man and his family go to the theater and 
spend his money in that way and let me buy a little better 
carpet for my home and enjoy my fireside? Why should you 
make the distinction where it is not necessary to do so? 

I do not object to a tax on luxuries; tax them all you have a 
mind to if they are real luxuries, but do n-ot measure the price 
of an article in war times in order to determine whether or not 
it is a luxury. If we were to determine the :stand-ards of what 
is and what is not a lUXUI'Y by the standard of the price to-day, 
I do not know a thing you can buy that would not be classed :as 
$J. luxury. All articles cost from two to three times as much in 
price ns they cUd before the beginning of this war, and they 
are till going up. I do not want to send the $60 coat up to 
$70, for I know the American people haye got to buy. I do not 
want to send the $10 pair of shoes -or the $12 pair of shoes, if 
tl1ey are the only pair of shoes one can get which ru·e good, up 
to a price which will be three or four dollars more and which 
is still added to by making the tax a little higher. 

An ordinary pair of boots for an officer now co ts him $35, 
''here before the war he could have bought as good a pair of 
boots for $8 or $9. Taking your standard of shoes at $10, at $2.0, 
or $25, he must pay 20 per cent tax on them. 

The Senator says that some of these things could stand a 
luxury tax, and that is true; they could stand a luxury tax. In 
other wo1·ds, people could buy something, maybe, a little cheaper 
which. in some instances, might last practically as long, but 
there is no need for the provisions under this title. That is one 
good reason against the whole of it. There is no occasion for 
it; we raise enough taxes without it. If we raise enough taxes 
without taxing e...-erybody for practically eyerything that he 
buys, let us do it, for, G<><l knows, what one buys now is heavy 
enough in its price. 

Mr. LODGE. Mr. President, there are no luxury taxes im­
posed in this bill. This is a nru·t of the title which is called 
''Excise taxe~," and in section 900 there are a number of arti­
cles which are purely lUA.·uries; that is, they are articles which 
are not in the least essential to life, but as to these particular· 
ones ·which it is now proposed to strike out I think almost 
every article ig a necessity. What the other House has done 
was to arbitrarily say that above a certain price these articles 
ought to be taxed. 

In the first part of the bill, for instance, it is proposed to tax 
pianos and all mechanical musical talking devices. It is pro­
posed to tax sporting goods, firearms, hunting knives, cigarette 
holders, li"\"eries, livery boots and hats, hunting and shooting 
gm·ments, articles made of fur, yachts and motor boats, toilet 
soaps, and toilet powders. Those are luxuries that are in- · 
cluued there. These are additional taxes based solely on price. 
Haruly any of them may properly be described as luxuries in 
themselves. On trunks and valises, purses, portable lighting 
fixtures, umbrellas, men1s and women's clothing, boots, shoes 
and everything of that sort which make up the mass of thes~ 
taxes, 20 per cent additional taxes are imposed. 

'Ve say arbitrarily that if a man pays more than $50 for a 
suit of clothes he ought to be taxed. It is not because it is a 
luxury, for he has got to have the suit of clothes. Though it 
is a necessity that he should haTe a $~ suit, it is assumed 
that it becomes a luxury if he buys a $51 sUit. It is not a luxury 
in either case; it is an arbitrary determination that above a 

certain price we shall tax thes~ suits, because the theory is that 
the people who are ready to pay more than that amount for a 
given article are able to pay the tax. From the practical side, 
the effect wi,ll undnubtedly be to make people buy the cheaper 
article, just under the line, and thus avoid the tax. 

These taxes went out on the recommendation of the Treasury. 
They were put in the bill originally to meet the exigencies of 
war ; they had been put in to furnish taxes very late in the war, 
when it was sought in every corner to obtain revenue. When 
it '\aS found that we could reduce the amount of the bill, this 
was one of the taxes that the Treasury recommended should 
be eliminated, because it "·as said the cost and difficulty of its 
administration would be very great, and it would throw th~ 
retail business of the country on all these articles, which in 
themselves are necessities, into great eonfusion. 

These taxes will not fall with any great weight upon that 
abominable class who are known as rich people ; they will fall 
quite as much upon people of ordinary means who may like to 
have a good suit of clothes and save their money for that pur­
pose. They will either have to buy an inferior article or pay 
the tax. The rich who will pay it will not feel it materially at 
all; but business will feel it, and people who have to look at th~ 
dollars they spend will feel it, and they will be the only people 
who will feel this tax. 

I Toted very cheerfully to strike it out in the committee, because 
it seems to me an annoying and troublesome tax, injUl'ious to 
business, extremely difficult of collection, serving no good pm·­
pose, and only defensible at a time when we needed to exhaust 
every source of taxation. 

The general policy, which I am not going to enter into now, 
has been adopted of a voiding, so far as possible, consumption 
taxes. EYery one of these is a consumpti-on tax, and therefore, 
when it came to striking out the provision, if I am not 
mistaken, the \Ote in the committee was unanimous to strike 
it out. 

M:r. KENYON. 1\lr. President, is th-e Senator quite sure that 
the vote in the committee was unanimous"? I have been told it 

·was not unanimous. 
Mr. LODGE. Possibly n{)t. The majority, however, in favoc 

of striking out the provision was certainly ...-ery large; but that 
is wholly immateri-al as to the merits of the question. I thought 
that it was so nearly unanimous that the opposition was not 
noticeable. 

Mr. President, I do not wish to take the time of the Senate, 
but I want to call attention to one or two articl-es to illus. 
trate what I mean. I think we may say that a carpet is a 
necessity. There a.r-e people, of course, who live with{)ut car­
pets; life can be supported without carpets; but I think in our 
climate----or, as Mark Twain said: "We have no climate; we 
only have weather "-in our weather, I think, an umbrella may, 
be -described as a necessity. I have obserTed periods in Wash­
ington when I thought a fan might have been described as a 
necessity. I should say men's waistcoats; men's and boys' suits 
and overcoats; women's and misses' suits, cloaks, and coats; 
women's and misses' hats and bonnets ; men's and boys' hats ; 
men's and boys' caps; men's, women's, misses,' and boys' boots 
and shoes ; men's and boys' neckties and neckwear-all are 
necessities. Silk stockings, I may say, are· purely luxuries. 
Men's shirts-a nian can go without a shirt; one is not abso· 
lutely necessary. Men's pajamas; kimonos, petticoats, and 
waists. 

Now, I have read nearly all of the items, and they are of 
themselves necessities ; yet it is p1·oposed to say that aboye a 
certain price they shall be taxed. That does not make them 
luxuries; that is simply an arbitrary determination that when 
they cost above a certain amount we shall tax them. 

Mr. ASHURST. Mr. Presiden4 . the Senator is a very fair 
debater and is a Yery scholarly and able man. He has selected 
certain articles which I am bound to concede are necessities, but 
he can not in debate merely select one thing from the text and 
wrench it from its context and make it stand apart. 

l\1r. LODGE. I think I omitted all the things that can pos­
sibly be described as luxuries. 

Mr. ASHURST. To attempt to sustain my position, I want 
the Senator to be frank, as I know be will be, as to the items 
that I am about to mention, as he has been as to the others. 
Take the top of page 200, where the House puts a tax on 
purses, pocketbooks, and hand bags that cost in excess of $7.50. 
Does not the Senator think in these times that a hand bag or. 
a purse that costs in excess of $7.50 is a lUxury? 

Mr. LODGE. I did not mention those articles as necessities. 
Mr • .ASHURST. 1 knQW the Senator did not, but the Senator 

selected a number of articles which he said were necessities. 
Mr. LODGE. I read them and stated that I read nearly all, 

and I did read nearly an: Purses may be called a luxury. 
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One cuu carry l>ills in nn envelope and his change loose in his 
pocket ; I know that. 

l\lr. ASHUHST. Tb~t is not the point exactly. 
l\1r. LODGE. I am perfectly willing to assume that a port-

able lighting fixture is not a necessity. 
l\1r. ASHURST. Very true. 
l\11·. LODGE. One may u e a candle. 
l\1r. ASHURST. Now, take the item on line 8-smoking 

jacket . 
I1·. LODGE. I <lid not read that item; that is ~- luxury, I 

admi t. 
l\Jr. ASHURST. The distinguished Senator has been just as 

fair a . I thought he would be. The only point I sought to make 
was t hat there were some articles in the list that were luxuries. 

1\fr. LODGE. There are a few. 
l\1r. ASHURST. That is all there is to the controversy. 
Mr. LODGE. I omitted silk stockings, but I think most of 

the articles in the paragraph in themselves are necessities. All 
we do here is to say that above a certain price we will tax them. 
We (lo not say they are luxuries; it is a misnomer to call them 
luxuries; they have not been so mentioned in the bill at all; 
but we fix an arbitrary price and say we will tax them. Mr. 
President, 'vhen we come to argue what people need, I think 
there are some lines in Shakespeare that show the difficulty of 
defining such a thing, as, for instance, where King Lear is made 
to say: 

Oh, r eason not the need ; our basest beggars 
Are in the poorest things superfluous. 
Allow not nature more than nature needs; 
Man's life's as cheap as beast's. 

I tllink we can not lay down any hard-and-fast line of that 
kind. As I have said, these taxes are defensible only on a war 
basi·. We have reduced the taxes in this bill $2,000,000,000, and 

. we propose to eliminate a few millions dollars by striking out a 
tax which the administration urges us to take out, a tax that 
would be difficult to collect and difficult of administration, ex­
tremely annoying, and the kind of tax which I think is much 
better out of the bill than in it. 

Mr. SMITH of l\1ichigan. Mr. President, if the Senator from 
Massachusetts will allow me, it was put in- before the war 
closed, was it not? 

Mr. LODGE. Certainly; it was put in by the House. 
l\fr. SMITH of Michigan. And it was put in for the purpose 

of discouraging investment in that kind of articles? 
Mr. LODGE. Absolutely; that was its purpose. 
l\fr. SMITH of Michigan. And now the reason for it has 

passed. · 
Mr. SIMMONS. Mr. President, I simply wish to say that I 

know, as a matter of fact, that the Committee on Ways and 
Means put this provision in the bill because at the time it 
seemed to be necessary in order to get the amount of revenue re­
quired, and also for the reason the Senator from Michigan 
[l\fr. SMITH] has just given. I know that many of the members 
of that committee would like to see these taxes go out of the bill. 

l\Ir. President, I think that the Senate clearly understands 
this matter, and I hope we may have a vote upon it. If we are 
going to discuss every item that is likely to come up to-day as 
long as we have discussed this item, of course there will be no 
possibility of passing this bill by midnight to-night. I had 
hoped that it would not be necessary to keep the Senate here 
until midnight, but we can not pass it even by that time; we 
can not pass it in a week if we d~vote as much time to other 
provisions as we have devoted to this provision. 

SEVERAL SENATORs. Vote! 
Mr. KENYON. Mr. President, on this question I ask for the 

yeas and nays. 
The yeas and nays were ordered. 
Ml·. SIMMONS. Mr. President, I do not think the Senate 

understands what they are voting on. 
The VICE PRESIDENT. The Chair thinks it should be 

understood by the Senate by this time. 
1\Ir. SIMMONS. The question is on agreeing to the committee 

amendment. 
The VICE PRESIDENT. Yes; and that strikes out the House 

text. The Secretary will call the roll. 
The Secretary proceeded to call the roll. , 
Mr. BRANDEGEE (when his name was called). I am paired 

· with the senior Senator from Tennessee [Mr. SHIELDs]. I 
transfer that pair to the junior Senator from New .Jersey [Mr. 
BArno] and vote. I vote "yea." 

Mr. JONES of Washington (when his name was called). I 
am paired foi: the time being with the senior Senator· from 

·- Louisiana [Mr. ·RANSDELL]. I do not know how he would vote 
on this ·amendment, and therefore I withhold my vote. If at 
liberty to vote; I should vote "nay." · 

Mr. KENDRICK (when his name was called). I have a gen­
eral -pair with the senior Senator from New l\lexico [Mr. FALL], 
which I transfer to the junior Senator from Montana [Mr. 
WALSH] and vote "nay." 

Mr. 1\TEW (when his name was called). I have a pair with 
the junior Senator from Louisiana [Mr. GAY]. Not knowing 
how he would \ote, I withhold my \ote. If permitted to vote, 
I should vote "yea." 

Mr. SAULSBURY (when his name was called). I have a 
general pair with the senior Senator from Rhode Island [Mr. ­
CoLT], which does not apply to \Otes hereafter to be taken ou 
this bill nor to this one. If present, he would vote as I sllall 
vote. Therefore I vote " yea." 

Mr. SMITH of Michigan (when his name was called). I have 
a pair with the senior Senator from Missouri [Mr. REED]. ... ~ 
he is absent, I will transfer that pa.ir to the senior Senator from 
New Jersey [l\1r. FRELINGHUYsE;_v] and vote "yea." 

Mr. STERLING (when his name was called). I liave a gen­
eral pair with the sernor Senator from South Carolina [Mr. 
SMITH] and therefore withhold my vote. If at liberty to -vote, I 
should vote " nay." 

Mr. TOWNSEND (when his name was called). I have a gen­
eral pair with the senior Senator from Arkansas [Mr. RosiN­
soN]. In his absence I withhold my vote. If at liberty to \otc, 
I should vote " nay. · 

The roll call was concluded. 
Mr. GERRY (after having -voted in the affirmative). I in­

quire if the junior Senator from New York [Mr. CALDER] has 
voted? 

The VICE PRESIDE ... ·T. He has not. 
Mr. GERRY. I have a general pair with the junior Senator 

from New York, which I transfer to the Senator from Nevada 
[Mr. PITTMAN] and allow my -vote to ~tand . 

Mr. MYERS. I have a pair·witli the Senator from Connecti­
cut [Mr. McLEAN] ; who is absent. As I nm unable to obtain a 
tl;ansfer, I withhold my vote. 

Mr. CURTIS. I have been requested to announce the follow· 
ing pail~s : 

The Senator from West 'irginia [1\Ir. GoFF] witll the Senator 
from Oklahoma [Mr. OwEN] ; 

The Senator from Illinois [Mr. SaEnMA ·] with the Senator 
from Kansas [Mr. THoMPso;_v] ; and 

The Senator from New York [1\lr. WADSWORTH] with the 
Senator from New Hampshire [l\Ir. HoLLis]. 

The result w11.s announced-yeas 32, nays 38, as follows: 
YEAS-32. 

Bankhead Knox Saulsbury 
Brandegee Lewis Simmons 
Culberson Lodge Smith, Ar1z. 
Dillingham McCumbt"r Smith, Ga. 
Gerry Martin, Va. Smith, Md. 
Gore Moses Smith. Mich. 
Henderson Page Smoot 
Jones, :N. Mex. Penrcse Spencer 

NAYS-38. 
Ashurst Hale La Follette 
Beckham Harding Lenroot 
Borah Hitchcock McKellar 
Cha'llberlain Johnson, Cal. McNary 
Cummins . Johnson, S. Dak. Martin, Ky . 
Curtis Kellogg Nelson 
Fernald Kendrick Norris 
Fletcher Kenyon Nugent 
France King Overman 
Gronna Kirby Phelan 

NOT VOTING-26. 
Baird Hardwick Pittman 
Calder Hollis Ransdell 
Colt Jones, Wash. Reed 
Fall McLean Robinson 
Frelinghuyscn Myers Sherman 
Gay New hields 
Goff Owen Smith. S.C. 

Sutherland 
Swanson 
Thomas 
Underwood 
Warren 
Watson 
Williams 
Wolcott 

Poindexter 
Pollock 
Pomerene 
Shafroth 
Sheppard 
Trammell 
Vardaman 
Weeks 

Sterlin~r 
Thompson 
Town end 
Wadsworth 
Walsh 

So the amendment of the committee was rejected. 
Mr. HITCHCOCK. Mr. President, I ask the Senutor In 

charge of the bill to permit me to report from the Committee on 
Military Affairs an emergency bill. 

Mr. SIMMONS. I shall yield for that purpose, because the 
Senator from Nebraska tells me that it will take only n few 
minutes to read the bill and that it will lead to no debate. 

The VICE PRESIDENT. Without. objection, the unfinished 
business will be temporarily laid aside. 

INDEMNITY FOR DAMAGES IN FRANCE. 
Mr. HITCHCOCK. · From the Committee on Military Affairs, 

I report back favorably, without amendment, the bill (S. 5213) 
to amend the act approved April 18, 1918, to give indemnity for 
damages caused by American forces abroad, and I ask unan­
imous consent for its present consideration. 
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The VICE PRESIDENT. Is there objection to the present 

consideration of the biD? 
The1·e being no objection, the Senate, as in Committee of the 

Whole, proceed«! to consider the bill, which w-as read, as fol­
tows: 

Be i t enactedJ etc. ) That the act approved .Aprn 18, 1918, entitled 
"A.n act to give indemnity for da.mages caused by American forces 
abroad," be amended by adrung the following section: 

" SEc. 5. That this act shall be held to include claims for damages 
or remuneration arising out of contracts, informal purchase orders, or . 
other obligations for supplies for the American mllitary forces in Europe 
given by authorized representatives of such forces prior to November 
12, l!H8, and later canceled, reduced, or discontinued." 

1\Ir. IDTCHCOCK. 1\lr. President, by way of .explanation of 
this measure I will say that the Secretary of War forwards me 
a cablegram received from Gen. Pershing, in which he states 
that the armistice found some 2,000 contracts or informal orders 
that·have been made for supplies that are not now needed, and 
he desires immediate authority to cancel them and settle them. 
He says that it can be done at once at a very much less cost 
than if it is allowed to delay, and damages accumulate; and this 
bill simply adds to the power of settlement of claims granted 
in a bill which was passed last summer. 

:Ur. BORAH. l\Ir. President, does this bill confer upon Gen. 
Pershing the unlimited power to settle them according to his 
discretion? I am Yery much opposed to this way of settling 
these matters. 

1\Ir. HITCHCOCK. It permits the officers in charge of our 
purchases over there to cancel and settle claims for supplies 
ordered in good faith, in order that the contracts, instead of 
being carried out and resulting in the accumulation of large 
supplies, may be cut off now. 

Mr. BORAH. I am perfectly willing to have the contracts 
canceled; but what I want to know li}{)l'e about is, who is to 
pass upon the amount of damage which is to be done by reason 
of the stoppage? 

Mr. HITCHCOCK. The same officials who werB allowed to 
pass upon the damages incurred by our troops ,over there in the 
bill that \Ye passed last summer. Those damages are constantly 
arising, and we gave to the authorities under Gen. Pershing the ' 
power to cance! and settle them. The bill gives large powe1'S, but 
the amount involved in this case is oot -very large. I will sa 
to the Senator that the question is now pending as to how we .can 
settle the contracts in this counu·y. It has been proposed to 
give the W ... r Department officials the power to settle them, but 
we think the amount involved is so huge tbat a commission 
should be appointed, and we shall probably report a bill for that 
purpo e. 'Ve think, however, that in the case of these 2,000 
contracts and informal orders in France, a great deal of money 
:will be saved by giving Gen. Pershing the power to settle them 
at once. He states in this cablegram that the total amount of tbe 
settlement will not exceed $3,000,000, and he says : 

Delay in payment would naturally very much increase the amount. 
Tbe contl·actors will be embarrassed, and many of th~m perhaps ruined 
if relief can not be given at once. They are willing to accept reasonable 
terms now, but if compelled to wait, their claims will be greatly aug­
mented and heavy damages may have to be paid. 

Mr. BORAH. It will be understood, I suppose, that this is no 
precedent for this kind of a settlement in this -country! 

l\fr. HITCHCOCK. No; I am very much opposed to doing any­
thing of that sort in this country. I believe there ought to be a 
,commission for that purpose. 

1\fr. BORAH. Of course,. one is at a great disadvantage in 
knowing whether or not it is a good precedent for any place, and 
ds not in a position to object, perhaps, by reason of that fact; but 
it should not be considered for a moment the proper method of 
settling damages here. 

Mr. HITCHCOCK. I agree with the Senator fully in that mat­
ter, and I will say that the committee agrees with him fully, 
but regards this as an absolute necessity. 

1\ir. SMITH of Michigan. :Mr. President, let me ask the 
Senator if this bill does not carry with it the validation of very 
informal and not strictly legal contracts? 

Mr. HITCHCOCK. It probably does. 
1\ir. SMITH of Michigan. And it is to give dignity to that kind · 

~f contracts and then allow them to be settled? 
Mr. HITCHCOCK. On matters that have been ordered in­

formally over there under the stress of war and which would 
have been paid in the normal· course of events, which we want 
to settle promptly now. 

The bill was reported to the Senate without amendmBnt, 
ordered to be engrossed for a third reading, read the third time, 
~nd passed. 

THE REVENUE. 
The Senate, as in Committee of the Whole, resumed th-e con­

sideration of the bill (H. R. 12863) to provide Tevenue, and for 
pthe1· purposes. 

Mr. SIMMONS. 1\Ir. President, I understand tbat the Senator 
from Utah [Mr. SMOOT] has an amendment which he cesires to 
offer. 

1\Ir. SMOOT. Mr. President, the Senator from Connecticut 
[1\fr. l\IcLEAN] submitted an amendment to the committee some 
days ago and asked me to present it to the committee and then 
report it to the Senate. I now offer that amendment. It is as 
follows: 

On page 132, line 14, insert : 
Prov ided, hotcever, That the amount of the tax sluill be finally deter­

mined by the commissioner within five years after the decedent' s death, 
unless the due date is extended by the commissioner, in which case 
such tax shall be finally determined by the commissioner within o:nc 
year after the termination of the extended period. 

Mr. SIMl\lONS. Mr. President, I accept th'at amendment It 
has been presented to the committee. 

The VICE PRESIDENT. The amendment will be stated. 
The SECRETARY. On page 132, in the amendment of the com· 

mittee, in section 410, at the end of line 14, after the word 
"paid," it is proposed to insert a colon and the following: 

P r ov ided, luJtDe'ver, That the amount of the ta:x shall be finally deter­
mined by the commissioner withln five years after the decedent's death, 
unless the due date is extended by the commissioner, in which case such 
tax shall be finally determined by the commissioner within one year 
after the termination of the extended period. 

The amendment to the amendment was agreed to. 
The amendment as amended was agree!l to. 
Mr. 1\icCUMBER. Mr. Presid-ent, I call thB chairman's atten· 

tion to page 226 of the bill. 
Mr. SI1lll\IO~S. We are not through with the committee 

amendments yet. 
Mr. McCUl\IBER. This is on a committee amendmeut. 
)lr. SIMMONS. Is it an amendment to a committee amend­

ment? 
:lll·. McCUMBER. Yes; on page 226. 
Mr. SIMJ.\[ONS. If the Senator will allow me to offer some 

committee amendments first--
J\1r. McCUMBER. This is an amendment which was really 

agreed to by the committee, as I understand, and which we 
failed to insert in the bill. 

On page 226 t11e Senate struck out lines 15 to 20, relating to 
tb~ Hni'li on Drug Aet. Before the committee there wa · a 
proposition made compelling druggists who componnde(} any of 
these habit-forming drugs also to keep a li t of tlle person · to 
whom they furni<illed them, a list of the goods, and so forth. I 
notice that it is not in the bilL 

Mr. Sll\L.\!ONS. The Senator is correct. I shall accept the 
amendment. 

l\fr. l\fcCUl\IBER. The experts have drawn it, nnd 1 ask that 
it be insertetl. It is on page 22~, line 15, section 1009. 

That se<'tion 6 of such act of December 17, 1914, is amended by strik­
ing out the period after the word •· act " at the end of the proviso, and 
adding a colon and lhe following : 

u Pro t' ided ;w·ther, That a record is kept by the manufacturer, pro­
ducer, or compounrler of such preparations, remedies, and -specifics con­
taining snell drug-s or by the dealer who knowingly sells t bc same, giv­
ing the date, quan tity, n ame, and address of persons to whom such 
r emedies, preparations, or specifics are sold, distributed, giyen away, or 
dispensed." 

I offer that amendment. 
The PRESIDING OFFICER. The question is on agreeing to 

th~ amendment offered by the Senator from North Dakota. 
The amendment was agreed to. 
Mr. IMl\IO.L TS. Mr. President, I have some amendment::; 

which I m h to pre ent. 
On page 5, line 25, after the word "title," I moTe to insert 

in pai'elltheses the woi'ds "excepting section 246." 
Th~ amendment was agreed to. 
Mr. SIMMONS. On page 51, lines 18 and 19, I move to strike 

out the words'" paragraphs (1) to (10), inclusiYe, of subdiYi­
sion (a) of." 

The VICE PRESIDENT. Without objection, the vote whereby 
the amendment at tb.at point was agreed to will be reconsidered. 
The question is on agreeing to the amendment to the umeml­
ment. 

The amendment to the amendment was agreed to. 
The amendment, as amended, was agreeu to. 
1\ir. SL'-!MONS. Mr. President, I send to the desk se\ernl 

committee amendments which I ask to have stated. -
The VICE PRESIDENT. The amen<lmt-nts will be stated. 
The SECRETAHY. On page 23, line 19, it is propo eu to umenll 

section 213 by striking out the words "anti including." 
The amendment was agreed to. 
The SEcRETARY. Also, at the end of 1\ne 21, insel't--
1\lr. BRANDEGEE. 1\Ir. President, before that is reached, in 

relation to the amendment just prior to tlmt on line lD, <loes tile 
Senator mean to strike out the words "aml including"? 

1\Ir. SBBIONS. Yes. 
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1\fr. BRA:NDEGEE. Would that make sense, Mr. President? 
It does not seem to me that it would. 
· · The VICE PRESIDENT. No; it would not, but that does not 
make nny clifference. 

l\lr. ~:tANDEGEE. I think one of the words should be 
left in. If the amendoent as proposed by the Senator is 
adopted, it would read: 

Or other interest-bearing obligations of residents, corporate or 
othet·wise, dividends from resident corporations. 

It uoes not seem to me to be intelligible. 
1\Ir. SIMl\IONS. I was going to offer another amendment. 

It is not intelligible without the other amendment which I am 
~ going to · offer right now. 

Mr. BRANDEGEE. If there is something else that will make 
it intelligible, I have no objection, but ~ith the amendments 
being offered one at a time in this way it is impossible to see 
what it is desired to accomplish. . . 

l\fr. Sil\.IMONS. I am going to offer another amendment in 
that same connection. 

l\fr. BRANDEGEE. Very well; I have no objection. 
· Mr. Sil\fl\fONS. I ask to ha\e the next amendment stated. 

The SECRETARY. On line 19 strike out the words "and in­
clucling," and at the end of line 19 add the words "and includ­
ing nil amounts received (although paid under a contract for 
the sale of goods or otherwise) representing profits on the 
manufacture and disposition of goods within the United States." 
- 1\Ir. BRANDEGEE. l\fr. President, before these amendments 
are agreed to I should like to have the amendment read as it 
will be if agreed to. 

1\Ir. SIMMONS. Very well. I will send it up. It was due 
to inadvertence that I did not send it up. 

The SECUETARY. It is proposed on page 23, line 19, to strike 
out the word "and including," which has been agreed to, and 
at the end of line 19, after the word " corporations," to insert 
"and including all amounts received (although paid under a 
contract for the sale of goods or otherwise) representing profits 
on the manufacture and disposition of goods within the United 
States," so that if amended the paragraph will read: 

(c) In the case of nonresident alien individuals, gross income in­
cludes only the gross income from sources within the United States, 
including interest on bonds, notes, or other interest-bearing obligations 
of residents, corporate or otherwise, dividends from resident corpora-

. tions, and including all amounts received (although paid under a con­
tract: for the sale or goods or otherwise) representing profits on the 
manufacture and disposition of goods within the United States. 
' l\fr. BRANDEGEE. That is intelligible now. 

The VICE PRESIDENT. The question is on agreeing to the 
amendment. 

The amendment was agreed to. 
1\lr. SIMl\10NS. l\fr. President, the same amendment has to 

appear at another place in the bill, on page 53. I send it to the 
de ·k and ask to have it stated. 

The SECRETARY. On page 53, line 21, strike out the words 
~'and including," the first two words in the line, and after" cor­
porations," at the end of the line, insert the same words as 
before. 

The amendment was agreed to. 
l\Ir. Sil\fl\fONS. I send to the desk another amendment, which 

I ask to have stated. 
The VICE PRESIDENT. The Secretary will state the amend­

ment. 
The SEcUETARY. On page 60, line 5, in the committee amend­

ment, it is proposed to strike out the numerals "13" within 
brackets and insert "10." 

The VICE PRESIDENT. Without objection, the vote whereby 
the committee amendment at that point was agreed to will· be 
reconsidered. 

The amendment to the amendment was agreed to. 
The amendment as amended was agreed to. 
Mr. SIMMONS. I send another amendment to the desk and 

ask to have it stated. 
Th.e VICE PRESIDENT. The Secretary will state the amend-

m~t · 
The SECRETARY. On page 64, lines 7 and 8, it is proposed to 

strike out the words "not exempt under subdivisions (1) to 
(13) of section 231" and in lieu thereof to insert the words 
"subject to taxation under this title, and every personal-service 
corporation." 

The amendment was agreed to. 
Mr. Sil\.11\!0NS. I send to the desk another amendment. 
The VICE PRESIDENT. The amendment will be stated. 
The SECBETABY. On page 225, lines 11 and 12, it is proposed to 

strike out the words "in personal attendance upon such pa­
tient." 

The amendment was agreed to. 

l\lr. Sil\:fl\lONS. I send to the de ·k a series of ·amendments, 
which simply provide for filling in dates where we struck out 
the dates as the bill passed the House, and left blanks, because 
the bill will not be pas ed as early as the House thought it would. 

The VICE PRESIDENT. The amendments will be stated. 
The SECUET.A..RY. On page 137, line 3, after the matter sb.·icken 

out, it is proposed to insert, in the blank, "AprH 1, 1919." 
The amendment was agreed to. 
The SECUETA.RY. On page 177, line 22, before the comma. insert 

" May 1, 1919." 
The amendment was agreed to. 
The SECUETARY. On page 188, line 12, after the matter otricken 

out insert "April1, 1919." 
The amendment was agreed to. 
The SECUETA..RY. On page 191, line 24, insert "April1: 1919." 
The amendment was agreed to. 
The SECUETABY. On page 202, line 8, after the matter 

stricken out, insert "April 1, 1919." 
The amendment was agreed to. 
The SECRETARY. On page 204, line 4, insert in lien of ·the 

blank the word " l\fay." 
The amendment was no-reed to. 
The SECUl'..'TATIY. On page 205, line 3, aftet· the matter 

stricken out, insert "l\fay 1, 1919." 
The amendment was agreed to. 
The SECRETARY. On page 228, line 13, after the matter 

stricken out, insert "April 1, 1919." 
The amendment was agreed to. 
l\fr. KENYON. l\fr. President. I wish to a k 1 he Senator 

from North Carolina a que tion. · Was the amendment 01.1 page 
202, line 20, providing for a reduction from 10 per cent to 
5 per cent on jewelry, precious stones, and so forth, adopted? 

Mr. Sil\f.l\fONS. Yes; that has been adopted. 
1\Ir. KENYON. I was anxious to ha\e a vote on that amenll· 

ment, but I suppose it will not do any good to have it recon­
sidered. I . therefore think perhaps I will not ask for a yote, 
as it will do no good. 

1\Ir. Sil\.11\IONS. 'Ve reduced one-half nearly all of tho~ e 
taxes that have been imposed by the Honse. Some of them we 
did not reduce, however. · 

l\fr. KEJ\TYON. It occurs to me, in \iew of the fact llint 
section 905 remains in the bill, providing for a 20 11er <:ent 
tax above certain amounts, that these other reductious are not 
now in harmony with that section. I will content myself with 
expressing opposition to that reduction, howeYer, and will not 
take up time in asking for another \Ote. 

l\Ir. SIMMONS. Mr. President, I do not think the amend­
ment on page 47, beginning at line 23, has been agreed to. I 
will ask the Chair if that is -correct. 

The VICE PRESIDENT. It has been agreed to. 
The SECRETARY. The next amendment pa sed over is on page 

137, in subdivision (a), where the committee proposes to stl'ikc 
out all of lines 12, 13, 14, and 15. · 

1\Ir. SIMMONS. l\Ir. President, just a moment. The 8ena­
tor from Washington [Mr. JoNES] desireu to make some ob­
servations with reference to that amendment, but he is not in 
the Chamber. The Senator from Colorado [l\lr. THo:u.\s] is 
present, and I should like to take up the title of ·" Inheritcwce 
tax." 

l\fr. THOMAS. Mr. President, on page 123, line 23, I have 
moved to strike out--

The VICE PRESIDENT. Is the vote to be reconsidereu 
whereby that amendment was agreed tor 

Mr. THOMAS. Why, l\fr. President, it has not been ngreed 
to. I reserved the right when the title was reached to make 
this motion. It is to strike out all after the word " decedent" 
on line 23 of page 123. · 

It will be observed, Mr. President, that the paragraph to 
which the motion relates requires an inheritance tax to be paid 
upon the receipt by a beneficiary of an amount of insurance in 
excess of $25,000 under policies taken out by the decedent 
upon his own life. 

In effect, that means that if a man has ~ policy of insnnmco 
upon his life for anything in excess of .'25,000 an inheritance 
tax is levied upon the exce~s. · · 

Mr. SIMMONS. I think we will agree to the amendment. 
Mr. THOMAS. I do not care to take up the time of tile ~en­

ate if the chairman of the committee and the Senate are willing 
to accept the amendment. I may say, howe1er, it will require 
the striking out of certain other portions of th{! title in order to 
make it harmonize. 

Mr. SIMMONS. Yes; that can be done. 
The VICE PRESIDENT. The vote wbereby the amendment 

was agreed to is; without <?bjectiOJ?-, . reconsi<~ereu. 
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l\lr. 'J.'HOlUA~. There bas been no vote taken upon it at all; 

at least, I am so informed. 
. The VICE PRESIDENT. The Chair knows a few things, 
nuc tile Chair knows that this amendment was agreed to. 

1\Ir. THOMAS. I uo not pretend to know anything; but I 
know, however, thnt when this page was reached I reserved the 
right to make this motion, and I was informed that the entire 
title would have to be suspended until that motion was dis­
posed of. 

The VICE PRESIDENT. The fact about the matter is that 
I suppose nobody knows. 

Mr. THOMAS. I do not want to be put in a position of dif­
fering with the Chair. 

Mr. SIMMONS. Let a motion be made to reconsider. 
· The VICE PRESiDENT. It is reconsidered, without ob-

jectiou. · 
1\Ir. THOl\IAS. Then the amendment i:; presented; and I un­

derstand the chairman of the committee will accept it. 
The VICE PRESIDENT. The amendment will be stated. 
The SECRETARY. On page 123, beginning at line 23, after "de­

cedent," strike out: "and (3) the receipt by a beneficiary of an 
amount of insurance in excess of $25,000 under policies taken out 
by the decedent upon his own life." 

The VICE PRESIDENT. The motion is to strike out that 
paragraph. 
. Mr. THOl\IAS. Yes; to strike out the paragraph. 

The VICE PRESIDENT. Is there objection to striking it out? 
The Chair hears none, and the amendment is agreed to. Are 
there other amendments to the inheritance title? 

l\Ir. LODGE. Some other amendments will be necessary now 
that that amendment has been made. 
· 1\Ir. GERRY. I will offer the amendments. On page 131, line 
9, there was an insertion and an amendment was agreed to. 

The SECRETARY. An amendment offered by the Senator from 
Utah [Mr. SMooT]. 

1\fr. GERRY. That should be stricken out. 
. Mr. BRANDEGEE. What was the amendment agreed to? 

The SECRETARY. To insert after the word "taxes," in line 9, 
page 131: 

INHERITA.~CE TAXES. 

Each beneficiary of an amount of insurance in excess of $25,000 
under policies taken out by the decedent upon his own life shall within 
20 days after coming into possession of such· insurance give written 
notice thereof to the collector, and shall also at such time and in such 
manner as may be required by regulations made pursuant to law file 
with the collector a return under oath setting forth (a) the total insur­
ance received, (b) such additional data as may be necessary to estab­
lish the correct tax, and (c) the tax paid or payable thereon. At the 
same time or upon his later appointment a duplicate of such return 
shall also be furnished the executor. The beneficiary shall pay the tax 
upon such insumnce to the executor within 30 days after receipt of the 
amount, or, if the executor has not then been appointed, within 30 
days after such _appointment. 

The VICE PRESIDENT. The question is on agreeing to the 
vote whereby the amendment was adopted . . It is reconsidered, 
without objection. The question is on the amendment. 

The amendment was rejected. 
Mr. GERRY. On page 133, line 1, another amendment should 

be made. I ask the Secretary to state it. 
The SECRETARY. After the word " decedent " in line 1 of 

the amendment offered by the Senator from Utah [Mr. SMOOT] 
was agreed to, which inserted a comma and the words " ex­
cept payment of insurance upon the life of the decedent." 

The VICE PRESIDENT. The vote whereby it was adopted 
will be reconsidered, without objection, and the amendment 
rejected. 

1\lr. GERRY. On page 133, line 19, after the word "trans­
feree," there was inserted "excEpt payment of insurance upon 
the life of the decedent." 

The VICE PRESIDENT. The vote whereby the amendment 
was agreed to will be reconsidered, without objection, and the 
amendment will be rejected. 

l\1r. GERRY. On page 134, line 12, after the word "period," 
there were inserted the words " except where such annuities or 
limited estates are created in the proceeds of insurance taxable 
under this title." 

The VICE PRESIDENT. Without objection, the vote whereby 
the amendment was agreed to will be reconsidered and, without 
objection, the amendment will be rejected. 

1\Ir. GERRY. That covers all the amendments. , 
The VICE PRESIDENT. Is there further amendment to the 

·so-called inheritance-tax title? 
:Mr. SIMMONS. There are two amendments on page 137, 

lines 12 to 15. 
Tl1e VICE PRESIDENT. But this is another section. Arc 

there fln·thet· amendments to the inheritance-tax amendment? 
Mr. SI.i\IMONS. There nre no other amendments. 

The VICE PRESIDENT. Then it is agreed to as amended, 
without objection. 

Mr. JONES of Washington. There are two committee amend­
ments on page 137 that went over at my request. I unde-1.4~tand 
that the chairman of the committee is willing to have tho e two 
amendments rejected. 

Mr. SIMMONS. Yes. . 
1\lr. JONES of Washington. Therefore I will not take the 

time of the Senate to refer to them. 
The VICE PRESIDENT. The amendment will be stated. 
The SECRETARY. On page 137, beginning at line 12, strike out 

the words " and a like _ tax on the amount paid for such trans­
portation within the United States of property transported from 
a point without the United States to a point within the United 
States," so as to read : 
TITLE V.-TAx 0~ TRANSPORTATION AND OTHER FA.CILlTlES, AND ON 

INSURANCE. 

SEC. 500. That from and after --·- there shall be levied, assessed, 
collected, and paid, in lieu of the taxes imposed by section 500 of the 
revenue act of 1917-

(a) A tax equivalent to 3 per cent of the amount paid for the trans­
portation on or after such date, by ran or water or by any form of 
mechanical motor power when in competif;:ion with carriers by rail or 
"\"\"ater, of property by freight transported from one point in the United 
States to another. 

The amendment was rejected. 
The next amendment was, on page 137, after "another," tQ 

strike out the following words: "and a ·llke tax on the amount 
paid for such transportation within the United States of prop­
erty transported from a point without the United States to a 
point within the United States," so as to read: : 

{b) A tax of 1 cent for each 20 cents or fraction thereof of the 
amount paid to any person for the transportation on or after such 
date, by rail or water or by any form of mechanical motor power when 
in competition with express by rail or water, of any package, parcel, 
or shipment, by expt·ess, transported from orie point in the United 
States to another. 

The amendment was rejected. 
Mr. TOWNSEND. Are the committee amendments dis­

posed of? 
Mr. SH1MONS. No. 
The SECRETARY. An amendment passed over is on page 176, 

line 17, after the word "half," to insert "of one"; in line 19, 
after the word " to," to strike out " 30 " and insert " 15 " ; in 
line 20, after the word " all," to strike out . " unfermented 
grape juice"; in line 23, after the wor<l "drinks," to insert 
" (except fruit or berry juice)"; at the beginning of line 26, to 
strike out "20" and insert "10"; on page 177, line 3, after 
the word "containers," to strike out "at over 10 cents per 
gallon " ; and, at the beginning of line 4, to strike out " of 2 
cents per gallon" and insert "equivalent to 5 per cent of the 
price for which so sold," so as to make the section read: 

SEc. 628. That there shall be levied, assessed, collected, and pald in r:r7 of the taxes imposed by sections 313 and 315 of the revenue act of 

(a) Upon all beverages derived wholly or in part from cereals or sub­
stitutes therefor, and containing less than one-half of 1 per cent of 
alcohol, sold by the manufacturer, producer, or importer, in bottles or 
other closed containers, a tax equivalent to 15 per cent of the price for 
which so sold; and upon all ginger ale, root beer, sarsaparilla, pop, 
artificial mineral waters (carbonated or not carbonated), other car­
bonated waters ot beverages, and other soft drinks (except fruit or 
berry juice), sold by the manufacturer, producer, or importer, in· bottles 
or other closed containers, a tax equivalent to 10 per cent of the price 
for which so sold ; and 

(b) Upon all natural mineral waters or table waters sold by the 
producer, bottler, or importer thereof, in bottles or other closed con­
tainers, a tax equivalent to 5 per cent of the price for which sold. 

This was passed over at the request of the senior Senator 
from Wisconsin [Mr. LA FOLLETTE]. 

Mr. SIMMONS. I think we can act on the amendment now. 
The senior Senator from Wisconsin has presented a substitute 
for the bill. 

The amendment was agreed to. 
The SECRETARY. The next amendment passed over is on page 

197, to insert lines 1 and 2, in the following words: 
(18) Articles made out of any fur, or articles of which fur ls the com­

ponent material of chief value, 10 per cent. 
The VICE PRESIDENT. That was passed over at the re­

quest of the Senator from Missouri [Mr. SPENCER]. 
Mr. LODGE. I suggest that that be passed O\er for a minute 

until the Senator from Missouri returns. 
Mr. Sil\fl\.fONS. It can be passed over. 
The SECRETARY. The next amendment pas ell over "\YUS on 

page 251, at the request of the senior Senator from Utah [Mr. 
S:M:ooT], following line 3, to strike out "from lists of eligi_bles to 
be supplied by the Civil Service Commission, and in· accoi·dance 
with the civil-service law," and to insert "as provided by law." 

Mr. SMOOT. I have been assured by the Civil Service Com­
mission or the officials of the comniission that the wording as 

. 
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adopted would cover all that I intended to cover by the amend- If I am permitted to do so, I should like to mouify the para• 
ment that I proposed to submit. Therefore I shall not ask for a graph as amended by the committee, or, in other words, as the 
·:vote upon it but will let it be agreed to. committee reports it. 
' The VICE PRESIDENT. The question is on agreeing to the The VIOE PRESIDENT. Without objection, the vote where· 
amendment of the committee. by the amendment was agreed to is r~consiuered and the para-

The amendment was agreed to. graph is now subjeet to amendment. 
The VICE PRESIDENT. The Secretary illfor:ms the Chair Mr. JONES of New Mexieo. On page 20, beginning in line 

that this completes all · the committee amendments except the 20, after the :figure 4 in parentheses, I move to strike out all • 
one pa sed over at the request of the Senator from Missouri of. the paragraphs down to the word "That " on page 21, line 6. 
[Mr. SPENCER]. · The purpose of the amendment ·which I now propo e is to a-

1\Ir. Sl\IOOT. The Senator from 1\Iissouri is not in, and I elude from gross income only the interest derived from the 
should like to call attention to section 905. I want to ask the holding of $5,000 in tlie aggregate in State and municipal bon(}s. 
Senator from Iowa if he desires that section to remain as it It is a question which I discussed at some length the other 
is, There were certain amendments that were offered in the day, and it has been the subject of discussion in the Senate .. 
committee. The senior Senator :from Pennsylvania [Mr. PENROSE] ex~ 

Mr. SIMMONS. On what page? pressed his views with regar{l to it when I was making. my gen~ 
Mr. SMOOT. Page 199. There were certain amendments to eral presentation, and I understand that the junior Senato1· 

this section adopted by the committee. A.s to the :first one, I from Pennsylvania [Mr. KNox} made ratha· an extended argu .. 
.want to ·ask the Senator from Iowa if he desires th~ Wll to ment upholding the constitutionality of the tax upon mterest de~ 
remain just as it passed the House? Before he answers I wish rived trom State and municipal bonds. I know there is a ilif­
to tell him what effect it will have, and I think he· will agree fererlce of opinion among Senators as to the constitutionality, 
that the amendment that was agreed to by the Finance Com- of such a tax; but for one I believe that it is constitutionaJ,' 
mittee ought to be adopted. The provision in the bill as it and if it is the tax ought to be levied. 
passed the House reads: There are now in this country about $6,000,000r000 or $7,000-

SEc. 905. (a) ·That on and after November 1, 1918, there shall be 000,000 of State and municipal securities, and the ·bill as 
levied. asse sed. collected\ and paid a tax equivalent to 20 per cent of amended would exempt from taxation any interest on all those so much of the amount prud for any of the following articles as in excess 
of the price hereinafter speclfied as to each such article, when ~uch bonds. It would likewise exempt from taxation the interest 
article is sold on or after such date for consumption or use. de:J;ived from future issues of such bonds. It would simply, 

That means that if the manufacturer sells it 20 per cent · is enable people to invest their holdings in such bonds and escape 
imposed upon him; then on the jobber who buys it theTe will high surtaxes. 
be 20 per cent imposed. and then on the wholesaler 20 per cent, As I stated the other day, the market for these bonds is on 
and then the retailer 20 per cent. The amendment that was the boom simply because of the attitude of the Senate com­
agreed to in the committee was, after the word" sold." to insert mittee in putting in this provision. I also· called attention to 
·"by a dealer.'.' Then it confines itself to the dealer who sells the fact that in the issue of our own bonds we re tricted the 
the article to the consumer. If that amendment is not made, exemption of the interest on those bonds from taxation, because 
,we shall have at least four 20 per cent taxes imposed upon the we did not want to withdraw that much of the wealth of the 
articles ·enumerated. country from taxes which was needed to support the Govern-

Mr. THOMAS. I should like to ask right in that connection ment. 
whether the tax is not excessive, in view of the changed con- The first issue of bonds providetl for a ra.te of interest of 31t' 
ditions. and whether 10 per cent would not be more fair than per cent. The interest derive~ from those bonds is exempt from 
the very large tax of 20 per cent? all tax. The result is that those bonds are selling for about par 

Mr. SMOOT. I understand there is a proposition to strike to-day. We placed the interest on the next issue of bO-nds at 
out "20" and insert "10," but I want to get this fairly before 4 per cent, and then later at 4i per cent for the 1·eason that 
the Senator from Iowa. we declined to exempt the interest upon any .of those bonds 

Mr. KENYON. I had no such intention as that from taxation.. So we are paying 4± per cent upon bonds of the 
Mr. LODGE. Is this a proposal that it shall not be collected Government which are selling to-day at about 5 per cent discount 

f1·om the purchaser? for the reason that we we1·e not willing to exempt the interest of 
Mr. SMOOT. No; the \VUY it stands now is this: Twenty per those bonds from taxation. The result is that the Government 

cent upon all sales no matter who it is sold oy, the manufac- to-day on its own financing is willing to pay about 22 per cent 
turer or jobber~ and then 20 per cent from tne wholesaler to additional in interest for the present in order to presen""e the 
the retailer. right to tax the interest which may arise from such bonds. Now, 

Mr. LODGE. Collected four times? shall we make a Pt:esent to the States of that amount-of that 
Mr. SMOOT. Yes. advantage-and have no returns to the Government? The Sen-
Mr. LODGE. That is now expressed at tile end of the sec.- ate has considered this as of vital importance and we a1·e pay-

tion-that we collect 20 per cent from the purchaser at the time ing for it at the rate of 22 per cent to-day. We al.'e paying for 
of the sale. that privilege. We do not want to permit the capital of this 

Mr. SMOOT. The Committee on Finance inserted, after the country to bury itself in these bonds and escape any support 
.word "sold," the words "by a dealer,•• so that it shall only of the GoTernment. 
apply to a dealer who sells to the consumer. I suggest an So I say if we permit individuals to own as much as. $5,000 ot 
amendment after the word " sold" ia the House p1·ovisio~ the bonds and hold the interest upon that amount free from tax 

·Mr. KENYON. The Senator from Wisconsin suggests, in line it is quite sufficient; we are making a sufficient present to the 
18, the words "for consumption" be used. Would not that States and to the municipalities. If anyone wants to make a 
pbviate the· difficulty the Senator raises? small investment in bonds of his own State or municipality, the 

Mr. SMOOT. It may be sold for consumption. If it is a provision which I propose would exempt it to the extent of 
piece of cloth and made into a garment, it is consumption as $5,000. Even of the 4i p~r cent bonds we have issued we exempt 
far as the manufacturer is concerned. only $30,000 from surtaxes and that only for a period of two 

Mr. KENYON. I have no objection to it. years after the war. We are paying for that privilege by levy-
1\Ir. SMOOT. I think there would not be any doubt if that is ing surtaxes upon income from our own bonds. Shall we give 

put in. · the States and municipalities an advantage which we. are willing 
1\Ir. KENYON. I think those words should be inserted to to pay for ourselves? If we do this, it sim-ply will result in 

make it clear. making a donation to the holders of these bonds which will 
Mr. SMOOT. Then I move, on page 199, after the word · amount to at least 20 per cent of their holding. 

"sold," in line 18, to inse1·t "or by a dealer." There is opposition to this tax on the part of some Senator • 
. Mr. SIMl\IONS. I accept that amendment. because they think it is unconstitutional. That question. has 
; The amendment to the amendment was agreed to. been argued. Those who believe that it is unconstitutional, o:t 
~ The amendment as amended was agreed to. course, will not vote for taxation upon such bonds, but it is 

1\Ir. JONES of New l\Iexico. Mr. President, I am miSm- my judgment, as the junior Senator from Pennsylvania [Mr. 
formed or my recollection is at fault if the committee amend- KNox] some time ago argued, that it is constitutional to levy the 
menton page 20 has been agreed to. It it has been agreed to~ tax. Therefore, Mr. President, I propo e that amendment. · 
the action of the Sennte in agreeing to it was inadvertently Mr. THOMAS. Mr. President, I trust the amendment offered 
overlooked by me, because ·I ce1·tainly intended to ask for some . by the Senator from New l\Iexico will be rejected. I have the 
modification in that paragraph. It is on page 20, paragraph very highest opinion of the Senator's judgment as a lawyer and 
4, the paragraph wllich relates to State an<l municipal bonds, a legislator~ but I am so profoundly convinced that this is a 
the interest on those not being subject to tax. question beyond the power of the Congress. of the United States 
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tllat I belieYc the only effect of it will be that the Supreme 
Court will set aside, as it always has set aside, legislation like 
this. 

It is true that the jun~or Senator from Pennsylvania deliv­
erc<l a most profound argument some tw·o or three months ago 
upon this subject, and that his argument was favorable to the 
imposition of such a tax, but it is significant that the Senator 
based his argument entirely upon the proposition that in the 
exercise of its war powers the tax could be imposed as a war 
tax. The Senator did not challenge or criticize the many ueci­
sions of the Supreme Court of the United States to the contrary, 
but the position which he took was one whose legal consequences 
nece sarily involYe the proposition that during the period of war 
the Government could impose any tax upon anything or anybody 
at any time, because of the suppose(] necessities and exigencies 
of a war con<lition. 

The war is over for all practical purposes, and consequently 
the Senator's argument can not or should not prevail at present, 
even if it was sound in principle, '\Yhich I do not think is the 
c&se. 

At first blush, it may be said that income derived from 
intere::~t upon certain municipal securities should not be exempt 
from Federal taxes, but at first blush it is equally true that 
income <lerive<l from Federal securities should not be exempt 
from the State taxation. Every argument which may be urged 
in support of the one necessarily requires the sustaining of the 
otli.er. The fundamental ili.fference is the same in each instance. 
The ecurities are issue<l upon, and they are payable by, sover­
eignties which are· entirely distinct from each other as to that 
exercise of power. If therefore we concede the capacity of the 
Federal Government to levy this tax, we admit the capacity of 
the States to levy a similar tax upon Federal securities. 

The Senator emphasizes the proposition that there are some 
$5,000,000,000 invested in State and municipal securities, the in­
terest upon which will be exempt from taxation unless this 
amendment carries. 

1\fr. President, some thirty-five to forty billion dollars are in­
.vested in Federal securities, which the State can not tax because 
the State diu not issue the bonds or the securities in which this 
capital is invested. If the Government can ·withdraw $40,000,-
000,000 from the taxing power of the State, then a fortiori can 
the State withdraw $5,000,000,000 from the taxing powers of the 
Federal Government? 

l\Ir. President, this proposition to my mind is so plain, in view 
of the many decisions of the Supreme Court upon the subject, 
that I can not for the life of me understan<l what the possible 
basis can be for the argument that we can impose this tax, ex­
cept as the exercise of the war power, which a.s I said no longer 
exist , because the war has virtually ended. We have voted to 
reduce the tax for 1920 by $2,000,000,000, because, although a 
treaty of peace has not been formally made and ratified and we 
are . till theoretically in a state of war, the emergencies and the 
nece sities arising from the state of war disappeared with the 
armistice, except in so far as the maintenance of the Army and 
Navy is concerned. 

l\It". President, I occupied the greater part of the day sometime 
last September in presenting reasons and authorities in support 
of the proposition that these securities were not taxable by Con­
gress. The junior Senator from Minnesota [Mr. KELLoGG], in 
one of the most able addresses ever delivered on this floor, in 
reply to the junior Senator from "Pennsylvania, emphasized and 
more than emphasized the soundness of that great constitutional 
proposition. 

I had intended, 1\fr. President, if occasion required, to address 
myself to the argument of the Senator from Pennsylvania 
[1\ir. KNox], but in view of changed conditions and of what I 
regar<l as a complete reply by the Senator from Minnesota 
[l\1r. KELLOGG], it is not necessary for me to do so. In looking 
into tile subject, however, some time ago I encountered an 
expre sion, regarding the lack of this constitutional power, by 
1.\fr. Webster upon the floor of the Senate on May 28, 1832. 
I quote from the Congressional Globe of that date: 

T bc question being on the amendment offered by Mr. Moo:-f of 
Alabama, promising, first , that the bank shall not establish or con­
tinue any office of discount or deposit or branch bank, in any State, 
without the consent and approbation of the State; second, that all 
such offices and branches shall be subject to taxation according to the 
amount of their loans and issues in like manner as other banks or 
ot her property shall be liable to taxation. 

:\lt·. W'ebster spoke as follows: "Now, sir, I doubt exceedingly our 
pm·Ycr to adopt this amendment, and I pray the deliberate considera­
tion of t ile Senate in regard to this point." 
· " In the first place let me ask what is the constitutional ground 
on \Vhich Congress created this corporation and on which we now 
propose to continue it? There is no express authority to create a 
bank or any other corporation given to us by the Constitution. The 
power is denied by implication. It has been exercised, and · can be 
exercised only on the ground of a just necessity. 

It is to be maintained, if at all, on the allegation that the establish­
ment of a national bank is a just antl necessary means for carrying on 
the Government and executing the powers conferretl on Congress hy 
the Constitution. On this ground Congress has esta hlished this bank, 
and on this it is now proposed to be continued. It bas alreatly been 
judicially decided that Congress, having established a bank for these 
purposes, the Constitution prohibits the States fL·om taxing it. Ob­
serve, sir, it is the Constitution, not the law, which la ys this prohibi­
tion on the State!:'. The charter of the bank tloes not declare that the 
States t>hall not tax it. It says not one word on that subject. The 
restraint is imposed not by Congress, but by a higher authority-the 
Constitution. 

Now s ir, I ask how we ~an relieve the States from this constitu­
tional prohibition"! It is true that this prohibition is not irnposeu in 
express t erms. but it results from the gene1'al provisi.ons of the Consti­
tution and has been judicially decided to exist in full force. This is a 
protection, then, which the Constitution of the United States by its 
own force holds over this institution, which Congress has deemed 
necessary to be created in order to carry on the Government. So soon 
as Congress, exercising its own judgment, has chosen to create it 
can we throw off from this Government this constitutional protection? 
I thin-k it clear we can not. We can not r epeal the Constitution. We 
can not say that every power, every branch, every institution. and 
every law of this Govemment shall not have all tbe force, all the 
sanction, and all the protection which the Constitution gives it. 

l\Ir. President, ever since this bas been a subject of litigation 
the courts have recognized the reciprocal relations of the Fed­
eral Government and the States to each other with regarcl to 
the nbsence of 'power to levy taxes upon their respective se­
curities. The 1ery moment Congre s has the power and i~ cle­
dared to have the power to tax the intere t upon a municipal 
bono, that moment it is declare<l ex necessitate that the State 
may tax the securities of the Government of the United States. 
Then: is no escape from it. The two relations are insepa­
rable; they are based upon the same reasons precisely ; and no 
man can assail the exemption of State securities from the Fed­
eral power of taxation without assailing the exemption of Fed­
eral securities from the State power of taxation. 

l\fr. KING. The power of each to destroy the other. 
Mr. TH01\1AS. The power of each to <lestroy the other is 

necessarily involved in the power of each to tax the agencies 
of the other. But for the purposes of my statement it is imma­
terial whether the thing to be taxed represents $5,000, $5,000,-
000,000, or $50,000,000,000; it is a principle which inheres in the 
Yery nature of our dual system of Government. in the very 
nature of the respective sovereignties of each, the Federal Gov­
.ernment upon the one hand and the State goYernments upon 
the other. So believing, l\fr. President, I trust that the action 
of the committee will be sustained by the Senate. 

Mr. KELLOGG. l\1r. President, I am not going to take the 
time at this ·Jate hour to again discuss the question of consti­
tutional power, but I should like to call the attention of the 
Senate to what the amendment of the Senator from New Mexico 
[Mr. Jo~Es] proposes to do. It proposes to tax the income on 
all State bonds heretofore issued, not only by the normal tax, 
but by the surtax. 

The House provision simply taxed the income from State 
bonds hereafter to be issued, and it was no ·ecret that the only 
object was to prevent the States from issuing bonds during the 
remainder of the war. No one pretended that with this tax: 
any State would be able to issue and sell any bonds at n price 
for which the State would be willing to market its securities. 
Now, it is proposed to tax the incomes from all bonds which 
have been issued with the pledge of exemption from taxation. 

What would the Senate think if it were proposed to tax: 
the income from United States bonds that had been issued '"ith 
that guarantee of exemption in them? 'Ve only apply the 
surtax to the income from liberty bonds which were issued \\ith 
that condition placed in the bonds. It would be like the United 
States going back on its pledge in a bond issued 20 years ago 
that it should be exempt from taxation and that the income 
should be exempt, and repealing it and placing a tax upon the 
income of such bonds. 

Mr. JONES of New Mexico. l\fr. President, will the Senator 
from Minnesota yield to me? 

Mr. KELLOGG. Yes; I yield. 
Mr. JONES of New Mexico. I should like to inquire by 

what authority the bonds to which the Senator from Minnesota 
refers were exempted from taxation. 

Mr. KELLOGG. The bonds were issued by the States unuer 
the conditions of the law placed in the bonds that they were 
exempt from taxation, and under a line of decisions of the 
Supreme Court of the United States from the earliest <lay to 
the present time, without any dissent, that State bonus could 
not be taxed by the Federal Government. That is the con­
dition under which they were· issued. 

Mr. JONES of New Mexico. Does the Senator from Minne­
sota mean to leave · the impression· that the State, through its 
agreement that the borids should not be subject to tax, WOltld 
guarantee a.n exemption from Federal taxation? 
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~Ir. KELLOGG. No, ir; I did not say anything of the kind. 1\lr. KNOX. I do. 
I said that when the bonds were issued it was the law of this l\lr. ~G. I -<lislike to interrupt the Senator in his splendid 
country, as laid down by the Supreme Court of the United States, address, but the thought suggested itself, as .the Senator was 
and it is o yet, that the Federal Government has no power to submitting his observations, what difference there would be in 
tax th<:- securitie . I said that those bonds, therefore, were issued !~vying a tax during war times upon State securities for the 
under a pledge just as sacred as though it had been the pledge purpose of meeting the current e:li..-penses of the war and levying 
of the Federal Gowrnment. a tax after the war was O\ei' for the purpose of meeting ex:-

:Mr. JONES of New Mexico. May I ask the Senator if the penses that were contracted during the period of the war? 
Supreme Com·t has made any such decision since the adoption of Mr. KNOX. l\Ir. President, if the Senator will do me the 
the sixteenth amendment to the Constitution? honor of reading the remarks I made, and which were carefully, 

1\Ir. KELLOGG. It has; and it has construed the sixteenth thought.out at th~ time-I remember the Senator was not pres­
amendment and decided what it meant, and has repeated and ent; and I do not believe he has read them-he will find that I 
restated the proposition that State bonds could not be taxed. I put my argument upon this groUlld-and it does seem a shame 
wish to say further, that for a hundred years that has been the to taketh~ time of the Senate to discus this matter, because I 
law of this country, and there is no decision of the Supreme think it is entirely academic; it is certainly so from my point 
Court to the contrary. of view, the war now having ceased-! put it upon the ground 

1\Ir. JONES of New 1\lexico. I should like to inquire- that the CollBtitntion of the United States imposed upon the. 
1\fr. THO~US. If the Senator from New Mexico will pardon Federal Goverriment all of the obligations to car.ry · on war to 

me for a moment, I desire to suggest that the Senator from defend the States and to preserve to them a republican form of 
1\!innesota might have added that 1\Ir. Justice Hughes, then a government. It not only does that, but it denies those powers 
member of the Supreme Court, concurred in that opinion. to the States themselves; so that during war there is imposed 

1\Ir. KELLOGG. He did. upon the Feder·al Go\'ernment the duty to take cru·e of the State" 
1\Ir. THOMAS. 1\Ir. Justice Hughes having been the man who, and the States themselves are exclude¢[ from the field. I say, 

as governor of the State of New York, expressed some doubt as while that situation lasts no 'lvealth of the country is exempt 
to whether or not this sixteenth amendment as drawn would not from the power ill Congress to reach out and tax it for the pur-
suhject these identical securities to taxation. pose of the eommon defense. 

Mr. KELLOGG. Mr. Justice Hughes had done so. He merely I have only just one word more to say, and that is in reply to 
suggeste(l to the Legislature of New York that the sixteenth the very positive statement made by the Senator from Colo­
amendment might authorize the taxation of State securities, but rado {1\fr. THOMAS], that if the right of the Federal Govern­
when the Legislature of the State of New York came to consider ment to tax the bonds of the States exists the couesponding or 
the speech of Senator BoRAH, the oninion of Senator Root, and of reciprocal right of the States to tax the- bonds of the Federal 
many others, the Legislature of New York came to the conclusion Government exists. There is no foundation for that claim. 
that the sixteenth amendment was not adopted to authorize the Under my contention the powel' only exists during ti.Jne of war, 
Fede1·al Government to tax State securities, and Justice Hughes because th~ Federal Go\ernment owes the obligati~n to the 
became convinced that he was wrong in his suggestion, and he States during w.ar to defend them; hence the power to tax; but 
joined in the decision stating for what the sixteenth amend- the States owe no obligation to the Federal Government in r~ 
ment was adopted and that State securities were so exempt. spe-ct to war~ and ther·efore .haxe no power to tax Federal se-· 

Now, I hope that the wat· being over· the Senate will not un- curities, if the power to tax l'ests, as I eontend, UllOn the exist· 
dertake to tax the States in the exercise of theil' borrowing ence of war and the nocessities of defense. 
power. .M.t·. THOl!AS. Mr. President, it is true, as the Senator from 

Mr. KNOX. Mr. President, this question is onJy an academic P~nnsylvania [1\lr. Kzmx] has stated, tllat the Supreme Court 
question to me now that the war is at an end. I take it that the l1as not in terms ever decided that a tax such as is here under 
,war is at an end ; I accept the statement of the President of discussion, laid dm·ing times of war, could not be sustained a.s 
the United States to that effect. The war is certainly at an end an exercise of a war power; but it is equally true that in every; 
so far as any necessity exists for hunting up unusual sources of instance of which I am aware, 'vhere the question bas been 
.taxation for the pl'osecution of the war. squa.rely presented to that court, it has denied to the Congress 

I ha\e heard it stated on this floor frequently before to-day, the constitutional power of uch taxatioll. The .case of Co1lector 
I ha\e read it from the pen of so distinguished a statesman as against Day arose under a provision of the law subjecting the 
ex-President Taft, that this question had been settled practically salaries of State officers to Federal taxation, enacted during 
in this country for the last 50 or 75 years. 1\Ir. President, I ven- the period of the Civil War. The decision succeeded the war, 
ture to repeat the assertion that I made in the remarks which I but it was based upon the exer·cise of the taxing power in time 
submitted to the Senate some time ago upon this subject. that of war·. If it be• true that in times of war constitutional re­
the question that I i·aised, namely, the dght of the Federal Gov- strJctions upon m:tr power of taxation nre removed, it i ur· 
ernment to tax the income on State bonds in the hands of the prising that the tax was not there defended upon that ground. 
holders during a defensive war, has never been decided by ~ I have been unable to find a single authority, either in the 
Supreme Court of th~ United States, and has never been raised reported cases or in the opinions of lawyers of eminence, in 
in that com1:. One writer has gon~ so far as to say of the House which the exercise of this power or th~ right to exercise it was 
of Representatives and those of us in this body who thought recognized or approved, excepting, of course, where the doubt 
that during the war we might tax incomes from State bonds in as to the probable effect of the sixteenth amendment, expressed 
the hands of the holders that we were playing politics with a grave by Gov. Hughes and the speech of the distinguished Senator 
constitutional question. Abraham Lincoln signed a bill impos- fro;m Pennsylvania a IJlOllth or so ago, in which he contended 
ing uch a t.:-u during the Civil War; William McKinley signed that a. tax: of this sort was justified by war conditions, and 
a bill imposing such a ta.x, which was passed by both branches of which now, he says, is academic. I thought then, 1\!r. Presl­
Congress, during the Spanish-American War. dent-and I have not · changed my opinion-that the Senator 

1\Ir. President, the nearest they can come to producing a caf;B proved entirely too much, because if it be trn~ that the Federal 
which they say rules that the Fe~er·al Oovernment has no sucll . Government in times of wat· may levy an income tax upon 
power in time of war is the ca~e of Collector against Day, and sources of income which but for the war would be exempt from 
their argument there is predicated solely upon the fact that the such tax, then it is equally true that in times of war Congre s 
law under ,vhich that tax was imposed was passed during the may levy taxes notwithstanding express limitations and restric­
Civil 'Var. Ergo, the Supreme Court having declared the law tions of the Constitution. 
unconstitutional there was no right to impose the tax. No direct tax except an income tax can be levied unless upon 

Now, let me rail your attention to the facts in the case of the basis of population. There are many taxes other than in­
Collector again t Day. Day was a judge of probate in a county come taxes, of course, which the Government can not lny be­
in Ma sachusetts. The tax was imposed by the act of 1864, and cause of constitutional prohibitions, but which it may lay, if the 
there is every probability, in faet, I Utink it is almost a cer- Senator be correct, in time of war, "ithout any reference to these 
tainty, as there was no litigation over the matter, that Day limitations. For example it may levy a tax upon real e tate, 
paid his tax in 1864 and in 1865 while the war was going on. which would be a direct tax, not because the Constitution or 
The levy made in the Day case was for the tax of 1866-6'7, after the decisions permit it, but becau e the urgent needs of war 
the war had ceased to exist; and the Supreme CoUI·t of the conditions demand it. 
United States l1eld that that tax levied in 1866--67, during time Mr. President, I am "illing to go as far as any man in recog-
pf peace, was unconstitutional. I say again-- nizing the \'ast extent of the war powers of this Republic 

Mr. KING. Mr. President-- when the exigencies of war require it, but I am not willing to 
The PRESIDING OFFICER (:Mr. AsHURST in the chair). concede that the power of taxation extends so far as that 

Does the Senator from Pennsylvania yield to the Senator from during the war every limitation can be swept aside and taxes 
Utah? · imposed as Congress may see fit. I fear that if this restric-
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tiou is eYer bro-ken don-n the flootl of taxation imposed by the 
States upon Federnl secu:ritie · may O\erwhelm them and may 
reach so far as to nffect tlH' integrity of the Nation itself. 

Mr. BORAH. 1\Ir. Presillent, whateYer there may be in the 
contention of tile able Senator from Pennsylvania [1\Ir. Kxox] 
as to the 11on-er of the Go\' rnment to levy this tax in time of 
"\\:11', a clefensiYe war, as l1e says, as I understand, according to 
the contention of the Senator himself, that uoes not apply at 
thr~ tim€; that principle would haYe no application unde~ the 
conditions in which we are now seeking to legislate. As he 
has said, that proposition is ncademic-. I do not desil'e to dis­
cus it or expre s any opinion upon it in ·\iew of the fact that 
it has no application at thls time. It I n-ere compellell to pn:-:;· 
upon it, I would be, a now ac1Yi ·ell. unable to accept hjs 
-view. That being out of the uiscussion, I do not suppose that 
there i any question more thoroughly settled by the decLsiom; 
of our Supreme Court than the proposition that the .r"'"ational 
GoYernment can not levy a tax upon the agents or instru­
mentalitie of the State go"Vernments. Ullie~ · the exception 
wbich the Senator from Pennsyl"Vania mentions be well t-aken, 
there is no exception to the rule of which I know. 

It was decide<! early in tbe hlstory of the court ; it has been 
repeated a number of times, and since the adoption of the six­
te nth amen<lment it ha been reiterated; it is a thoroughly 
'Yell settled princrple of the court as the decisions now stand, 
and I entertain no doubt at all that this tax if levied woultl be 
heltl unconstitutional by the Supreme CourL 

There is a question in"Volwtl, Mr. Pre i-dent, a ide from that 
merely of raising ta,xes, a prindple which goes deeper and 
reaches further than the mere question of raising a certain 
amount of revenue. It inYolves the structure of the Go"Vern­
ment, because, as Marshall saitl, the power to tax is the power 
to destroy, and if we may tux some instrumentalities and 
ag ncies of the State, we may tax them all, and the State be­
comes no longer a sovereign power, which it is necessary f<Jr it 
to remain if n-e arc to be a Federal Union, but merely a geo­
graphical ex.pres ion of the Government to be taxed at om· will 
an<l our wish. I am opposed, therefore, to the proposition to 
tax: State ecurities. 

1Ur. 'UNDERWOOD. 1\Ir. President, I concur in what llas 
been said in opposition to the levying of a tax en the instru­
mentalitie of the States. I bclie-v.e that the decisions of the 
com·t ha,-e clearly defined the line where the Congress of the 
United Stat mu t stop in the power to levy taxation, unless 
w intend to destroy the integrity of the State governments. 
But tbose questions ha\e already been discussed, and I did n{)t 
ris for the purpo e of repeating what has already been said. I 
wish to say~ however, that there is another reason, in my judg­
ment, outside of the constitutional argument wily this tax 
should not he levied. 

When it wn first proposed that a tax should be levied upon 
the bonds and securities of the States and municipalities, H 
came with the argument that it was necessary to levy a tax on 
the ·e instrumentalities in order to secure a reser"Voir in which 
the liberty bonds could be sold, b€cause if State securities were 
unttlxed and the Federal Government's securities were taxed. 
to a c-ertain extent it gave preference in too financial market to 
the State securities. Under those circumstances Congress still 
upheld the constitutional prinlege of the States and refused to 
levy the tux. 

Now the war i over. The Government securities are sol~ 
except po ibly one issue. which no one doubts the capacity of 
the country to absorb, and the result of a tax on State securi­
ties wo.ulcl not b to affect the Government of the United 
States; but if we levy such a tax now, the result of that tax 
would be to make a better market for industrial and railroad 
securities, which must bear the tax now. Idle money hunting 
inYestment at somewhere near the same rate of interest will 
naturally flow into tbe channels of State and munic-ipal securi­
tie · rather than into industrial and railroad securities. 
· It is not that we need the money, because the Senate has 
ah'<'ally agreed to reduce this bill $2,000,000,000 for 1920. It is 
not proposed to put a tax on State securities for the purpose of 
getting more money, because we have already found a verdict 
on that question, and said we do not need any more money. 
If "e should conclude to tax these State securities, our action 
would have a tendency to bring the State securities down to the 
plane of the industrial and railroad securities and let them have 
equal competition in the money markets of the worlU. 

• o far as I am concerned, I believe that it i necessary, in 
order to maintain the integrity of the State goy-ernment, that its 
securities should not be taxed by the National Go\"ernment; but 
I also belie"Ve that it is the wise part of gove1·nmental action 
that w·e ·bould continue to leayc the State and county and 

municipal securities on tbe basis they are on to-day and ~ive 
them a preference in the money markets of the worhL The 
great indush·ial anu railroad plants have their agents and their 
business connection· to sell their securities througlwut tho 
money markets of the world. 1t is often difficult for a State or a 
municipality to accolllplish that re.~ nlt at a reasonable }>rice; 
and I think it is clearly in the interest of tile people who lin:~ 
within the State::; and the countie · and the municipalities of this 
country that their bonds . hould ha'\e the right of this prefer­
ence in the mm·ket. . 

Ont We of :my con ·titutional question at an, I tilink it is a 
good public policy that the present tutus should be maintained, 
um1 for that reason I think the amendment should be defeated. 

The PRE. IDING Ol!'J.'I ER. The question is on the mnend~ 
meut to the amendment. 

The amendment to the amendment wn · rejected. 
The PRESIDING OFFICER The question now i::; on tho 

amendment of the committee. 
The amendment of the committee was agreed to. 
Mr. BRA..t~DEGEE. l\1r. l'resiuent, I s m1 to the <lesk an 

amendment \Yhich I ask the Secret:u\· to state. 
The PRESIDING OFI1 ICEn. Tbe.amendment will be stated. 
1\lr. BHAND.I:i:GEE. I understand that all of the committee 

amendments have been acted upon. 
l\Ir. SIMl\IO~S. No; the committee amenuments ha"Ve not all 

been agreed to yet. The action of the Senate a fe\"\"' minutes 
ago makes certain formal amendment . nec-cs nry. 

l\Ir. BRANDEGEE. The Senator statetl awhile ago that the 
amendments h::t<l ull been acterl upon. This one will take but a 
minute, and i may as well proceed with it, if the Senator will 
allO\Y me. 

The PRESIDING OFFICER. 'Ille Secretary will state the 
amendment of the Senator from Connecticut. 

The SECRETARY. On page 197. line 3, it is proposed to strike 
out the semicolon after the words " motor boat~· " and insert the 
words "not used exclu i\·el:r for traue, fishing, or national 
defense.'' 

Mr. BRANDEGEE. ~Ir. Presltlent, I want to c -plain thnt 
amendment. : 

Mr. SIMMONS. I accept the amendment. J 
Mr. BRANDEGEE. If the Senator \\"'ill accept it. Yery welL 
The PRESIDING OFFICER. The que ·tiou is on the amend-

ment of the Senator from Connecticut. 
The amendment was agreed to. . 
Mr. SIMMONS. Mr. President, I will ask the ,ecretary it 

there are any other amendments. . 
The SECRETARY. The last amendment pa sell over was passed 

over at the request of the junior Senator from 1\li.ssolll'i [lli. 
SPENCER], on page 197, lines 1 ani 2. The committee amend~ 
ment rends as follows: 

(18) Articles made out of nny fnr, or article ·· of whidl fur . h; 1hc 
component material of chief value, 10 per cent. 

The Senator from Mis ouri propo es to slrike out the figures 
"10" and to substitute therefor the figu1·e "5." 

l'l1r. SPENCER. 1\Ir. President, · the purpose of this amend· 
ment is to correct what seems to be an inequality between the 
tax on jewel!·y, including pearls and preciou stones, and the 
tax on furs. The Senate has agreed, in regard to jewelry to 
a reduction of the tax from 10 to 5 per c-ent. The tax on furs 
remains 10 per cent. .Jewelry has no wearing utillty. It ca.Q. 
not be used for apparel. It is difficult to under taml why fl1rs, 
which haYe a utility as clothing, should be taxed at a higher 
rate than jewelry, which has no such utility. The purpose of 
this change is to reduce tile tax on furs from 10 p~r cent to 5 
per cent, making it the same as tile tax upon jewelry. 

The PRESIDING OFFICER. The que tion is on the amend­
ment offered by the Senator from l\li souri to the ameuumcnt 
of the committee. [Putting the question.] By the sountl the 
ayes appear to have it. 

1\lr. THOMAS. I call for a dh-ision, 1\Ir. President. 
On a division, the amendment to the amemlment was rejcctelL 
The PRESIDING OFFICER. The question is on agreeing to 

the committee amendment. 
The amendment of the committee was ngl'eetl to. 
:r..Ir. SllThiONS. l\Ir. President, it is necessary, since the 

action of the Senate with respect to the ·e 20 per cent mxc , to 
make a number of pro forma amendments in various sections 
of the bill. I send the amendments to the desk a.nd ask to llaYe 
them stated . 

The PRESIDL..'G OFFICER. 'l'Ilc amendments wlll be 
stated. 

The SECRET-mY. On page 198, line 2-!, after tile word " or," 
strike out " 905 " and insert " OOG." 

The amendment was agreed to. 
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The SECRETARY. On page 199, line 13, strike out "905 " and 
insert " 904." 

The amendment -was agreed to. 
The SECRETARY. On page 199, line 13, strike out "~ovembct· 

1, 1918," and insert "1\Iay 1, 1919." 
The amendment was agreed to. 
The SECRETARY. On page 201, line 19, after the " ·ord " ap­

ply," insert "(1) ." 
The amendment was agreed to. 
The SECRETARY". On page 201, line 23, after the comma, in­

sert "or (2) to any article made out of fur or of which fur is 
the component material of chief \alue,'' and a comma. 

The amendment was agreed to. 
The SECRETARY. On line 23, after the word" or," in. ert "(3)." 
The amendment was agreed to. 
The SECRETARY. On line 24, strike out "(20)" or "(21)" and 

insert "(16)" or "(17)." 
The amendment was agreed to. 
The SECRETARY. On page 202, line 8, strike out ' 904" and 

insert "905." · 
The amendment was agreed to. 
'.rhe SECRETARY". On page 204, line 7, strike out "903" and 

insert "906." 
The amendment -was agreed to. 
The SECRETARY. On page 205, line 3, strike out "900" and 

insert "907." 
The amendment was agreed to. 
Mr. LENROOT. 1\fr. President, when section 903 -was under 

consideration, the question was upon the motion to strike out. 
I hau intended then to offer an amendment reducing the rate 
from 20 to 10 per cent; but in order to expedite the passage of 
the bill I did not offer it at that time, because if the committee 
had been sustained the section would have gone out. Inasmuch 
as the committee bas :not been sustained, I now mol'e to recon­
sider that vote, in order that this amendment may be proposed: 

1\Ir. SIMMONS. I ha\e no objection to thp.t being done. 
The PRESIDING OFFICER. Without objection, the motiQn 

to reconsider will be deemed carried. 
Mr. LODGE. Mr. President, one moment. I will suggest 

to the Senator from Wisconsin that there is no use in recon­
sidering it, because now the tax provided in the House bill 
stands in the Senate bill. 

1\lr. LENROOT. But not in the committee amenu.ment. 
Mr. LODGE. No; not in the committee amendment. That is 

nil right, then. 
l\Ir. LENROOT. I ask to have the amendment state<l. 
The PRESIDING OFFICER. The Secretary '"ill state the 

amenument. 
The SECRETARY. On page 199, line 15, it is proposed to stlike 

out the numeral "20" and insert " 10," so that it will read: 
A tax equivalent to 10 per cent of so much of the amount, 
And so forth. 
l\lr. LENROOT. l\lr. Presi<.lent, I have just a ,yoru to say 

in support cf that. Upon these other lux:uries--
1\Ir. Sil\D\IONS. 1\fr. President, I will accept that amendment. 

. 1\fr. LJJNROOT. Very well. 
1\fr. 1\IcCUl\ffiER. Mr. President, I do not accept it. I want 

to say one word upon the amendment, and not allow it to go 
.through by mere acceptance. 

I have no objection to the tax being reduced from 20 to 10 
per cent, or from 10 per cent to nothing; but I think there a1·e 
three of these items that ought to be stricken out entirely, anu 
I " ·ant an opportunity at least to offer to amend the amendment 
of the Senator from Wisconsin so as to strike out that which 
relates simply to clothing. I do not care for hats, or for any 
of these articles such as fans, umbrellas, purses, and so forth ; 
but I do think that provisions 11, 12, and 13, which relate to 
men's and boys' suits or overcoats, anu women's and misses' 
. nits, cloaks, and coats, and women's and misses' dresses, ought 
to be stricken out entirely, leaving the others to stand. 

l\lr. LENROOT. 1\Ir. President, will the Senator yield? 
l\Ir. 1\lcCUl\ffiER. Yes. 
l\Ir. LENROOT. '.rhe adoption of this amendment -will not in 

any way interfere with the Senator's proposed amendment. 
1\fr. l\lcCill1BEll. l\1r. President, I am not certain whether or 

not it would be subject to fm·ther amendment in the Committee 
.of the Whole if that amendment should be adopted. If the Chair 
rules that after the adoption of this amendment, reducing the 
tax from 20 to 10 per cent, '"e can still move to strike out those 
three sections, I will leave it in that way. 

~'he PRESIDING OFFICER. The Senator from Kortll 
Dakota would still have the right to offer any amenument 
he saw fit after this was adopted or rejected. 

Mr. ~IcCU:MBER. ,.t-ry well. 

The PHES[DJXG OFFICER. The question is on the amenu-
rnent proposed by the Seuntor from 'Visconsin. 

l\Ir. KIRBY. I call for the yeas and nays. 
The yeas anu nays were not ordered. 
The PRESIDI:NG OFFICER. The question is on the amend· 

rncnt propose(} by the Senator from Wisconsin. [Putting the 
question.] By the sound, the noes appear to have it. 

l\lr. LENROO~~. I call for n diYision. 
l\Ir. Sl\IOOT. ~Ir. President, I ask to ha\e the amendment 

stated. 
~'he PRESIDI~G OFFICER. '.rhe Secretary 'lill state the 

amendment. 
The SECRETARY. On page 199, line 15, it is proposed to strike 

out "20" and insert "10," o that it will reau: 
SEc. !:105. (a) That on anti :tfter November 1, 1918, there shall be 

levied, assessed, collEcted, and paid a tax equivalent to 10 per cent-
Allu so forth. 
1\Ir. SMOOT. l\fr. Pre. ident, I ask for a division upon that. 
On a division the amendment '"as agreeu to. 
l\Ir. LA FOLLETTE. Now, let us have the yeas anu nays. 

Let us try for it once more. · 
The PRESIDING OFFICER. The Senator from Wisconsin 

asks for the yeas and nay . Is the call sustained? 
The yeas and nays were not ordereu. 
Mr. GRONNA. :!\fr. Pre ident, may I ask, for inforJP,atlon, 

how many were Yoting? I belie\e the call was sustained. l\lay 
I have the tally? 

The PRESIDING OFFICER. The call for the yeas anu nays 
-was seconded by eight Senator . 

1\lr. GRO~"NA. The rule provh.les for one-fifth of tho e pre ent, 
l\lr. President; and-- · 

The PRESIDING OFFICER. The Chair bas ruled, and there 
can not be anything further to it. 

CAMP .AIGX COXTR1BUTIO~S. 

Mr. THOMAS. Mr. President, I offer the amendment which · 
I . end to the desk. 

The PRESIDING OFFICER. The Senator from Colorado 
offers an amendment, which will be stated. · 

The SECRETARY. At tho end of nne II it is proposed to add 
a new section, as follows: 

SEc. 261. That there shall be leyieu, assessetl, collected, nnd paid 
in respect of the excess. over the sum of $500 which any v.erson, firm, 
or corporation shall gtve, advance, pay, expend, subscnbe, or con­
tribute in the aggregate during any taxable year for the purpose, 
directly or indirectly, of intluenclng the nomination or defeat of any 
candidate or candidates for nomination, or the election or defeat of 
any candidate or candidates for office, or the success or defeat of any 
proposition to be voted upon at any primary election or general or 
special election at which candidates for Meml>ers of the House of Repre­
sentatives or for United Sta·ces Senator or presidential electors arc to 
be nominated or clected1 a tax ~qual to 100 per cent of such excess; such 
expenditures or contrioutions to include all sums in any form con­
tributed, subscribed. advanced, expended, paiu,. or given to or for such 
candidate or candidates or to or fot· party or other political com­
mittees or campaign funds, l>ut not to include expenditures made by 
such candidates or regular political committees or out of such cam­
paign fun<ls of moneys lawfuUy contributed to them. 

Every person required by this title to make a return shall state 
therein specifically each item and the uate thereof of all gifts, ad­
vances, expenditures, subscriptions, payments, and contributions made, 
and to whom. for the purpose of influencing the result of such primary 
and general elections, and of all taxes due thereon under the provisions 
of this section. And the treasurer or chairman of all State or con­
gressional committees and of all political committees as defined in the 
act of Congress approved June 25, 1910, entitled "An act providing fo~ 
publicity of contributions made for the purpose or influencinq- elections 
at which Representatives in Congress a.re elected," and of all associa­
tions or committees organized to promote or prevent the nomination or 
election of any candidate for Member of the House of Representatives 
or of the Sen1te of the Congress of the United States or for presi­
dential elector or electors, shall within 30 days after the passage of 
this act, and thereafter within 30 days after any election to be held 
therefore file with the collector for the district where the headquarters 
or other office where such committee or association is located a return 
stating specifically all sums of money received, from whom 1·eceived, 
and the date thereof. Such return shall be verified by the chairman 
or treasurer of such committee or association . 

l\fr. THOMAS. 1\lr. President, I offercu this amendment in 
the committee, ancl resen-eu the right· to present it to the Sen­
ate at the time of its rejection, while the committee 'Yas in ses­
sion . . 

The amendment proposes a. tax of 100 per cent upon all con­
tributions in excess of the sum of $500 to elections at whicll 
any Federal officer is to be elected or nomin.atecl, excepting, 
however, canuidates -who are permitted by Federal or State 
law to make greater contributions, and provides methods for 
ascertaining and assessing the amount of the tax. 

Mr. President, my purpose in offering this amendment is not 
to raise revenue so much as it is an attempt to make our pres­
ent corrupt-practices act effecth·e. The States and the Nation 
have sought, by re tricti\e acts, to limit the expenditure of 
money at elections and primary elections to a decent and rea-
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sonab!e amount. These tatute , if my experience Is any guide, 
ha\e been honored fm· more in the breach than in the observ-
3:li<.'L''". There i no . tatute of tile ort of which I am aware, 
tlu·ough which coache nn£1 four haye not been <lriwn nnd 
about ·llich there is any sort of regard or observance. The 
last eledion in some State~ of the Union was scandalized by 
tbe expenditure of enormous urn of money, my u'YP State 
amoung the number, where the :teport file<l under tb~ J3tate 
law by the Repub-lican chah·mnn shows an expenditure of $127',~ 
000, and the report of the Democratic committee an expel1Clltu::e 
of ns.ooo, which means that perhap two and a half to three 
.or:£ trr times that amount of mone-y was actually used for the 
pu:r·pose of influencing the election. "' 

In the State of l\lichigan it i a matter of record that nearly 
8200,000 was expended in the interest of one candidate at tile 
'primary election in the interest of his nomination. The amounts 
of m"Oney which are said to have been expended in West Vir­
ginia in behalf of both tl1e candidates a:re far in excess cf the 
statutory limitation, and the probabilities are that these things 
:n·m have been done witb impllllity-. · . 

Now, I have a belief., which may o1· may not be well founded, 
th-at a man who will violate the law for the purpose of securing 
hi. nomination and election to a public position will violate the 
law after he fills that position. This may be an extravagant 
;view, but I can perceive no di.fference in principle between the 
;violation of a restl'ictive statute before and ·the violation of some 
other statute· after an election. Perhaps by requiring gentlemen 
:who are so liberal witb their money in campaigns to contribute 
to: the Treasury o! the United States an equivalent in the way of 
taxation O'\:"'eer and above this allowance o.f $500, which is ample. 
:we may or- may not produce the de.Sired result. It certainly will 
ha. ve the etreet ot obtain!ng sworn statements both from commit· 
.tees and from contributors, official in character, upon which we 

:'Jr. BR.ANDEGEE. I am paired "With the senior Seuutor 
from Tennes ee [l\!r. SHIELDS]. I h·ansfer iliat pair to the 
junior Senator from :N~"- Jer ·ey [l\Ir. BAmn..J and vote u uny." 

Mr. MYERS. I tra.nsfe1· my- pair "·ith the Senator from Con­
necticut [1.\lr. l\1 LEAN] to the Senator from Arizona [Mr. 
~)LITH] anll: vote "yea." 

Mr. LODGf:,. I hayc be n reque ted to announce the follow~ 
ing pairs: 

The Senator from ·west Virginia [':\fr. Gm"FJ with tlle Senator 
from Oklahoma [Mr. 0"\VEN] ; 
· The Senator from Tilinois [Mr. SI:IEn~N] with the Senator 
from Kansas [~11·. THoMPSON l ; 

The Senator from Michigan [1\Ir. SMITH] "With the Senator 
from l\lissom·i [Mr. REED]; antl 

The Senator from New York [1\lr, WADSWORTHl with the 
enator from New Hampshire [Mr. HOLI.Is). 
The re: nlt was announced-yeas 34, nays 28 a.S follows: 

Ashm·st 
Beekham 
Borah 
Chamberlain 
Cummin.: 
Gronna 
Henderson 
Hitebe<>ek 

. J olmson. Co. I. 

Bankhead 
Brandegee 
~~y:am 
France 
Ge.rry 
Gore 

YEAs-34-. 
.T ohuson. S. Dak. McNa.ry 
.Tones, N.Mex. Myers. 
Kendrick N lsou 
Kt>-nyon. 'orris 
Kirby Nugent 
La Follette Overma u. 
Lenroot Phelan 
Lewis Pollock 
McKellar :Pomet-cnc 

NAYS- !!& 
Iln1 l\brtin, Ky. 
Harding Martin, Va:. 
Kell<Jgg Mo es 
King New 
Knox: Penrose 
Lodge Poindexter 
McCumber Simmons 

NO'.r VOTING-34 • 

Saulsbury 
Shafroth 
Sheppard 
Thomas 
Trammell 
Vardaman 
Williams 

'mitb.,Ga. 
•'mitll..Md .• 
'moot 

Spenec.r 
Sutherland 
Swanson. 
'\Yarren 

will be able to ascertain sometlling- about this very important Bnit-d Ooff Reed 
subject. ~~~er ~~~vicJr ~g~= 

ToWD.SC11d 
Undeliwood 
radswortb 
Walsh 
Watson 
Weet.-s 
Wolcott 

The PRESIDING OFFICER.. The question is on the amend- Culber on Jone Wash. Shield 
ment o.f the Senator~ from Colorado. [Putting th~ qu.esti~n.) Cmti }!cLean ~mith. Ariz. 
By the sound tbe ~ayes " seem to· have it. Fall Owen SmJth. Mich. Fletcher Page Smith. S. C. 

Mr. PE...."~UtOSE~ I call for a division, Mr. President. Frelingl.mysen. Pittman Sterling 
·. On a division the amendment was agreed to. Gay Ransdell Tlwmpson 

~Ir. LODGE. I ask for a roll cull, 1\lr, President. o 1\Ir. •.ra:o~s's amen<lment was agreed to. 
The PRESIDING OFFIGEB. The Senator from 1\-Inssac:hu- l\lr . .JOHNSON of South Dakota. Mr. :PJ.>esi<lent, I under· 

setts calls for the yeas and nays. Is the call sustained? stand that the committee amendment on page 193 was passetl 
The yeas and nays were ordered, and the Secretary proceeded during my absence from the Chamber. 1 now liesire to o1Ier an 

to call the rolL - amendment to it. On page. 1!>:3', line 18. I move to strike out 
l\lr. FLETCHER (when his name was called}. I have a gen- ' automobile- 'Tagons, automobile trailers, or tractors" and the 

eral pair with the junior Senato1~ from Massachusetts [1\Ir. comma. 
:WEEKS}. In his absence, I witbllold my vote. Tile TICE PRESIDENT. The qu ·tion is on the. amendment 

1\Il·~ JONES of W-ashington (when his ruime was called). As proposed by the Senato-Ji from So.uth Daltota. 
announced before, I am paired with the senior Senator from Mr. JOHNSON of Soutb Dakota. Mr. President._ l had ex.­
Louisiana [Mr. RANSDELL].. If I were at liberty to Yute, I pected to discus this at some length, but owing to om· condi· 
should vote ~'yea... · tion here and at the request of the Senator from Virginia. (1\Ir .. 

Mr. NEW (when llis name was called). I have a pair with MAltTIN], I shall talte only a very few minutes. 
,the junior Senator from Louisiana fM1:·. GAY]. r tran •feJ:' that I wish to ·call attention first to the importance of this mu· 
pair to the senior Senator from New Jersey [1\.lr. Flu:Ln\GHUY- ehinery to agrieultural communities. As no doubt all S€nators 
.fiEN] and vote "nay.... . know, the automobile tractor is a great plow. It prepares the 

Mr. STERL.ING- (when his name was called). Repeating the ground for the crops. Without its U.Se the farmer would not 
announcement cf my pair with the senio-r Senator from South be able to prepare o.-er one-Ik'llf of the ground for crops that he. 
Carolina [1\Ir. SMITH], I withhold my vote. ca.n with tbe tractor. The automobile wagon is a. wagon that 

l\Ir. TOWNSEND (when his name was called). I again an· th~ dairymen and farmers and all who produce carry the pro-~ 
nounce my general pair with the senior Senator from Arkansas , du.ctions of the farm and the dairy to the towns. The automo­
j[Mr. RoBINSON] and withhold my vote. bile trailer is a small trailer that is hooked on behind the au:to-

1\lr. ·woLCOTT (when his name was called}. I llave a pair mobile, which enables the farmer to take a small load to or 
~ith the senior Senator from Indiana [Mr. WATSON]. In his from town with his automobile. 
p.bsence~ I am not at liberty to Yote. I have tried to secure a l\Ir. Pres:iden4 I ap~reciate the great work that tile committee 
transfer of my pair, and have been unable to- do so. If at lib- ha done. I know they have done their best, and they should 
erty to vote,. I should vote , .. yea." . have our commen<lation, but if' there is one mi ·take that has 

The roll call was concluded. been made in this whole bill it is tills direct tax at production 
1\:Ir. GERRY. I have a general pall' with the junior Senator by taxing that which is necessary for production~ A. tractor 

from New York [l\Ir .. CAIWER]. I transfer that pair to the. \\'1'11 put in just about as much crop or prepare the. ground for 
senior Senator from Nevada rur. PITnf.A:N1 and vote u nay.u the crop as 12 horses can. The- trailer and automobile wagon 

1\lr. KENDRICK. I transfer roy pair with the Senator from are equally potent for t~ purpose of movihg tllese proch1ctions 
New .Mexico [l\Ir. F.M.L] to the Senator from Montana [Mr. of the land to market. 
lWALSH] and vote "yea.'~ I ju.st want to- say this, anu then I will lea'\"e it for rom· 

Mr. MYERS. l have a pair witll the Senator from Coonecti- ·ccnsiaeration. Tbere is only one thino- in all tllis cormtry that 
cut [llli·. 1\lcLEANI, who is not present. In his absence, not is actually a nece sity of life, and that is bread. You might 
knowing how he wouid vo-te if present, and being unable to ob- just as well tax the farmer's horse· aml his wagons, his harness:, 
tain a transfer, I withhold my vote. and his machinery ancl seed as to tax the instr'tllllents of pro· 

:Me. SAULSBURY. I transfer my general pa.ir witb the ·e- euring and furni ·hing his crop· for .market. This tax: of aU 
niol' Senator from Rhode Island [Mr. CGr.TJ to tOO senior Scnn- the taxe in the bill :i.S the worst. It is an. excise tax. It is 
.tor from Texas [1\fi·. C1JLBERSON] and vote ~·yea.'~ nothing more nor less than a license. It say to the manu:fac· 

Mt·. SMOOT. I. desire te> announce the anavohlab~e absence, turer of these product , you may sen the products, the neces­
on account of illliess, of the junior Senator from Ktlnsas [Mr. sities of which ar apparent to the farme1·, 11roviuing you will 
Ot.TRTIS}. He is paued with the junior Senator from Georgia , cluu·ge a certa.in 11ric~ ami en~ry :farme-r in the United Stn.tes 
{Mr. HABDWICA]. who bus to buy a tractor will have to pay in the neighborhood 
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of $200 tax, in addition to all the other taxes, if thi. u per 
cent excess tax remaiu::; in the bili, aml the automobiles, wagons, 
and truck in the same proportion to co. t. 

This bill contains some peculfar legislation. There i one 
provision in the bill, a. I see it, which does nothing but grant 
a subsidy to the Curtis Publishing Co. and concerns of like char­
acter of many millions of dollars. Then you turn right aroun<l 
a·nd tax the real necessities of the country with this excise 
tax on things that help produce the bread of the country. 

1\fr. President, I do not intend to take up the time of this 
body. I only want to call the attention of Senators to the im­
portance of eliminating these items from the bill in order that 
they may not stop a certain per cent of the production of the 
country all over the land. 

1\ir. TOWNSEND. l\Ir. President, I had intended to propose 
an amendment to this part of the bill, and I had hoped when 
the Senator from South Dakota rose that he would include 
all that ought to be included in his amendment. He can make 
no special plea for farmers on account of tractors under this 
ection which does not apply to men engaged in other occupa­

tions. This class of taxes under the excise taxes is levied 
because they are . upposed to be ·luxuries. You will notice in 
looking over the list that in it are include<l all sporting goods, 
bowie knives, cameras, firearms, shells, dirk knives-all things 
wt: .:-:1 are supposed to be luxuries-but I submit, 1Ur. President, 
that, in my judgment, no one will contend that automobiles and 
automobile trucks are luxmies. I submit no one will contend, 
it seems to me, that automobiles and automobile trucks are any 
more luxuries than automobile wagons or tractors. The auto­
mobile truck certainly has come to be an absolute necessity in 
this country. 

The producer of tllem are taxe<l under the income-tax law 
in the excess-profit clau e. Why, then, there should be a spe­
cial tax levied because they are luxuries is more than I can 
understand. 

I made this point before the committee, and said then inas­
much as we were triking out certain other taxes on automobiles 
if it were nece ·sary for the Government to ha\e the money, 
if we must have money as a war necessity, I would urge no 
further objection to it. But that time has passed. We have 
already written into the bill the amendment of the Senator from 
Iowa, u provision taxing alleged luxuries further on which will 
more than compensate any lo s of revenue which might occur 
from leaving out this tax on actual necessities. I trust the 
Senator from South Dakota \Vill agree with me that the sub­
dh.isions 1 and 3, on page 194, should go out of the bill. They 
are quite as much nece sitie as the item to which the Senator 
from South Dakota has called special attention. There wo1lld 
be no embarrassment to the Government revenue if they were 
stricken out. I belie\e all will agree that at this time when 
many of these concerns ha\e been hard hit by the war, and they 
are now just readjusting them el\es to the peace basis, those 
particular items should be eliminated from the pecial tax­
the luxury tax, as some have seen fit to call it-because they 
are not luxuries. I ask the Senator if he will not be willing 
to modify his amendment so as to strike out, first, paragraph 1-
the whole of it-and, second, paragraph No.3, on page 194. 

l\Ir. .JOHNSON of South Dakota. Answering the Senator 
from Michigan in regard to luxuries, I do not see how he can 
get the idea that an automobile tractor or automobile wagon is 
a luxury. They can possibly be u~ecl for but one general pur­
pose. However, if my amendment to the committee amend­
ment which is printed there is included the automobile trucks 
would go out, too. 

1\Ir. TOWNSEND. I was not contending that the tractor was 
a luxury. I say it is no more of a luxury, howe\er, and no less 
so than the automobile truck, and most of the automobiles that 
are used in this country are quite as essential to the western 
farmer as possibly the tractor itself in many respects. I am 
a~king simply that all these articles be eliminated from the bill. 

1\Ir. JOHNSON of South Dakota. I will accept the amend­
ment to the amendment as to automobile trucks, but I would not 
accept the amet;~.dment as to automobiles and motorcycles, be­
cause I figure that they are to some degree a luxury. 

1\lr. TOWNSEND. If the Senator will include automobile 
trucks we can -vote on that, and I will offer the other amend­
ment later. · 

1\Ir. Sl\1I'l'H of Georgia. 1\Ir. President, as the bill came from 
the House there was a tax on gasoline. There \Yas a tax per 
horsepower upon each user of an automobile. There was a tax 
provided by the two paragraphs on automobiles, automobile 
trucks, tractors, and so forth. 

The provi ion on the next page covers the tax on inner tubes, 
parts, accessories, and so forth. 'Ye struck out the gasoline tax. 
;\Ve struck from the bill the tax on users of automobiles, so much 

per hor epm,er. "\\-e cnt out two-thirds of the tax: \\hich the 
House pro\i<led with reference to automobile· uml t11e ga oline 
required to operate automobile , and we llaye reduced one-half 
the tax on accessories. 

From the tax on automobiles, motorc~ cles, automobile hucks, 
and automobile wagons we expected to raise al>out $70,000,000. 
From the tax as levied on the next page referred to by the 
Senat<}i· from Michigan [Mr. TowNSEND] we expected to raise 
abot}t- $15,000,000. So you have ,"85,000,000 in these two items 
whif:h the Senator from Michigan desires to have stricken out. 
The tax on automobile .trucks, automobile wagons, automobile 
trailers, and so forth, is expected to raise about 30,000,000. 

fr. JOffi~SON of South Dakota. The information that I 
have-and I think it is authoritative-states that we would 
raise about $18,500,000 on those four items. 

1\Ir. SMITH of Georgia. I give my figures from the tax ex· 
perts who have cooperated with us in working upon the bill. 
They ha\e just given me again their estimate as to this part of 
the bill, ·and I repeat it as they furnished it to me. 

I am not anxious to levy a tax on anything. "\Ve went as fat· 
as we felt justified in going in reducing this branch of taxation, 
as provided in the bill as passed by the House, and it is for the 
Senate to say what it will do. The committee reached the con­
clusion that they had removed the burden incident to thi~ tax 
at the place where it was best to remove it, and left it in con­
nection with manufacturing production, reducing one-half even, 
as to manufacturing production, the accessories. 

Mr. MYERS. l\Ir. President, I should like to call the atten­
tion of the Senator from Georgia, who has just been speaking, 
to lines 20 ·and 21, on page 193 of the bill, which read, "includ· 
1ng tires, inner tubes, parts" of automobiles, and so forth 
That was all stricken out by the committee, was it not? 

1\fr. SlliTH of Georgia. Clause 2 was stri(!ken out; the 
words "automobiles, motorcycles, automobile" were included 
in 11aragraph 2, and the tax was reduced from 10 to 5 per cent 
on automobiles, motorcycles, and so forth. We reduced one­
half of the tax on that portion of those vehicles. 

Mr. TOWNSEND. May I ask the Senator from South Dakota 
[Mr. JoHNSON] if he included in his amendment automobile 
trucks? 

Mr. JOHNSON of South Dakota. No ; I merely included 
automobile tractors, automobile trailers, and automobile wagons. 
That was my original amendment. 

1\fr. TOWNSEND. I understood the Senator from South Da­
kota to say that he would include automobile trucks in llis 
amendment. 

l\Ir. JOHNSON of South Dakota. I stated, or intended to 
state, that the Senator from Michigan could move to amend the 
amendment by inserting those fWOrds. I do not, however, know; 
that I _would have any objectitm to accepting that modification. 
of my amendment. 

Mr. SMITH of Georgia. I understood the Senator from 
South Dakota to say that he did include those, but would not' 
include the balance. I understood him as did the Senato~ 
from l\lichigan (Mr. TOWNSEND] . 

Mr. TOWNSEND. I so understood the Senator. 
1\lr. SMITH of Georgia. Therefore I presented the figures as 

to the reduction of the tax on the class of Yehicles which I under· 
stood the Senator from South Dakota desired to cover by lliS 
amendment. 

Mr. JOHNSON of South Dakota. I will accept the amend"' 
ment to include automobile trucks, but not the· balance of the 
section. That is left in. -

l\1r. TOWNSEND. . That is what I understood the Senator. 
to say. 

Mr. JOHNSON of South Dakota. I \vill agree to insert "auto­
mobile trucks, automobile wagons, trailers, and tractors." 

1\Ir. SMOOT. 1\!r. President, I can not see why there should 
not be a tax upon automooile trucks. There is nothing destroys 
the roads of the country as do automobile trucks. There has got 
to be some change either in the building of roads or in the weight 
of trucks, or else the cost of the maintenance of the roads in this 
country will be so great that communities can not stand the 
expense. The committee decided that automobile trucks should 
at least pay a 5 per cent tax on the sale price of the truck, n.nd 
I thought the collliDittee had gone Yery far, indeed, if we are 
going to impose any tax upon the manufacture of any articles 
in the United States when they reduced the tax imposed upon 
automobiles and motorcycles from 10 per cent to 5 per cent. 

"\Ve eliminated the tax upon gasoline for the motorcycle, the 
automobile, the automobile truck, and all tractors that must of 
necessity use gasoline. The House proposed to impose a tax: of 
2 cents per gallon upon gasoline; and that would have amounted 
to more than any tax which the Senate committee has proposed 
to impose under this provision. Not only that, but there was 
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1mpo eu a tax for the use of automobiles, and the committee 
thought they would eliminate that tax entirely; so that all the 
tax that is proposed to be imposed by the Senate. Committee on 
Finance is the tax of 5 per cent upon automobiles, motorcycles, 
automobile trucks, automobile wagons, automobile trailers, and 
tractors. If we are going to have any tax at all, it seems to me 
that we ought to adhere to the ri per cent tax, and especially so 
when we take into consideration the elimination of the taxes 
which the House imposed upon this inuustry. I sincerely hope 
that the Senate will at least sustain the committee in the impo­
sition of this tax. 

Mr. TOWNSE~D. l\Ir. President, I sec now a new reason for 
taxing automobile trucks. · The Senator from Utah [Mr. SMooT] 
says that they destroy the roads; and therefore we should turn 
this money O\er to the Federal Government which will never 
reach the roads and which will not in any manner affect the 
roads nor maintain them. I did not suppose that this tax was 
proposed to be put on as a penalty. I supposed that the only 
reason that -we put the tax on· was because we regarded these 
Yehicles as luxurie . There i · no other reason that can be urged 

· for putting a tax on this cla s of articles, except that they are 
luxuries. 

Mr. POINDEXTER. .\.truck a Ju~-ury? 
l\lr. TOWNSEND. An automobile truck. That i clearly not 

·true. Automobile trucks are not luxuries; they are just as 
much neces. ities as is the ordinary wagon, the ordinary buggy, 
or any other Yehicle which the farmer, the business man, or the 
truckman on the street . of any city uses. So, although we 

· may have proposeu to reduce the tax on ga ·oline, that does not 
in the least affect tlle tax. 

As I said to tlle committee, if the GoYerlllllent neeus tlw 
money and you are proposing to tax things of this kind, I will 
vote for it. I am perfectly willing to put the tax on; but the 
Government doe not need the money. You ha\e already \Oted 
into this bill to-day items variously estimated at OYet·. 187,000,000 
more than the bill pro\ided for when it came here. That being 
true, it seems to me clear that we should eliminate from the 
bill the tax on these necessities. The senior Senator from Mas­
sachusetts [1\Ir. LoDGE] says that in cutting the taxes we have 
reduced the luxury taxe , so called, to a loss of $90,000,000 of 
revenue; but that more than compensates for the loss that 
comes from these few items of actual necessity to the people of 
the United Stutes. 

'J'he VICE PRESIDENT. .r,.ow, there is an im·olved parlia­
mentary situation existing here. The Senate, as in Committee 
of the Whole, has already adopted :m amendment to strike out 
the word" automobile" and to insert" automobiles, motorcycles, 
automobile." That amendment having been agreed to, it "ill 
have to be reconsidered and the amendment rejected. Then an 
amendment agreed to striking out the word "automobile" and 
inserting the words "automobile and motorcycles," and then 
striking out line 19. The Chair suggests that the vote be taken, 
and if the amendment carries the Secretary "·ill make up the 
record accordingly. 

1\:lr. JOHNSON of South Dakota. I ask for the yeas and nays 
on the amendrri:ent to the amendment. 

The yeas and nays were ordered, and the Secretary proceeded 
to call the roll 

Mr. JONES of Washington (when his name was called). As 
heretofore annmmced, I am paired with the senior Senator from 
Loui iana [Mr. RANSDELL]. Therefore I withhold my Yote. 

1\fr. KENDRICK (when his name was called). Making the 
same announcement as to my pair and. its transfer as hereto­
fore, I vote " yea." 

Mr. NE\V (when his name was called). Again announcing my 
pair with the junior Senator from Louisiana [Mr. GAY], in his 
absence I withhold my vote. 

Mr. STERLING (when his name was called). Again an­
nouncing my pair with the Senator from South Carolina. [Mr. 
SMITH], I withhold my \Ote. If at liberty to vote, I should 
vote" yea." 

Mr. TO\VNSEND (when his name was called). Again an­
nouncing my pair, unless I am able to secure a transfer I shall 
withhold my vote. 

The roll call was concluded. 
Mr. GERRY. I have a general pair with the junior Senator 

from New York [Mr. CALDER]. I transfer that ·pair to the 
Senator from Nevada [Mr. PITTMAN], and vote" nay." 

Mr. SMOOT. I desire to announce the unavoidable absence, 
on account of illness, of the Senator from Kansas [Mr. CuRTis]. 
He is paired with the junior Senator from Georgia [Mr. HARD­
WICK]. I will let this announcement stand for the remainder 
9f the day. 

LVII-50 

l\lr. TOWNSEND. I find I can transfer my pair ,.vith the 
senior Senator from Arkansas [~Ir. RonL."'\SO~] to the senior 
Senator f-rom New Jersey [l\Ir. FRELIXGHUYSEN]. I therefore 
vote" yea." 

1\lr. BRA.....~DEGEE. l\Iaking the same announcement as to my 
pair and its transfer us on the preYious vote, I vote ." nay.'' · 

1\fr. ~IYERS. I transfer my pair ·with the Senator from Con­
necticut [l\lr. McLEAN] to the Senator from Arizona [Mr. 
AsHullST], and \ote "yea." · 

l\lr. LODGE. I haYe been requested to announce the follo"·ing 
pairs: 

The Senator from West Yirginia [Mr. GoFF] with the Seuatot• 
from Oklahoma [Ur. OwEx]; · 

The Senator from Illinois [Mr. SHERMAN] "'ith the Senntot• 
from Kansas [~lr. THO:llPSO~]; 

The Senator from Michigan [~1r. ~liiTH] with the Senator 
from Missouri [Mr. REED]; and 

The Senator from New York: [Mr. · \V ADS"WORTH] with the 
Senator from New Hampshire [~Jr. HoLLIS]. 

The re ult was announced-yeas 33, nays 28, as follows: 

Fernald 
France 
Gore 
Gronna 
Hale 
llender on 
Johnson, S.Dak. 
Jones, N. )Jcx. 
Kellogg 

Bankhead 
Borah 
Brandegee 
Cbamberln in 
Dillingham 
Fletcher 
Gerry 

Kendrick 
Kenyon 
Knox 
La Follette 
Len root 
~IcCumber 
~IcKellar 
.:\[c.i'\:uy 
~Iartin, Ky. 

Harding 
King 
Kirby 
Lewis 
Lodge 
~Iartin, Ya. 
:lloses 

YE.\.S-33. 
~Jrers 
"-elson 
;\orris 
Nugent 
Overman 
Phelan 
Poindexter 
Pollock 
Shafroth 

NA.YS-28. 
Page 
Penrose 

• l'omerene 
Him mons 
Rmith, Ariz. 
Hmitb, Ga. 

mith, M:d. 
NOT YOTI;\G- 3G. 

A ·burst Frelinghuy!!en Xew 
Baird Gay Owen 
Reckha:n f:otr Pittmnn 
Calder Hardwick Hansdell 
Colt Hitchcock Reed 
Culber on Hollis Robinson 
Cummins Johnson , Cal. Haulsbury 
Curtis .Tones, Wash. .'berman 
Fall :llcLean • 'hields 

Sheppard 
~pencer 
'l'bomas 
Townsend 
Trammell 
Yardaman 

Smoot 
Sutherland 
TJnderwood 
Warren 
Watson 
Weeks 
1\olcott 

Smith, Mich. 
Hmith, S.C. 
Sterling 
Swanson 
Thompson 
Wadsworth 
Walsh 
Williams 

. o the amentiment of l\Ir. JoHxso~ of South Dakota to tlle 
nmend.ment of the committee was agreed to. 

The YICE PRESIDEKT. It is the understanding that the 
Secretary will correct the bill as has been indicated. 

~Jr. TRAJ\11\fELL and l\Ir. TOW~SEi'iiD addressed the Chair. 
The VICE PRESIDEXT. The Senator from Florida. 
l\lr. TRAl\fliELL. I desire to offer an amendment to the 

})ending bill. 
The VICE PRESIDEXT. The amendment will be stated. 
Tbe SECRETARY". It is pro})ose<l to add a new section to the 

bill, as follows: 
SEC. 1407. That all officers and enlisted personnel of the Army. 

Navy, and Marine Corps serving the United States in the war against 
Germany who have been honorably discharged from the service since 
November 11, 1918, or who may hereafter be honorably discharged. 
shall be paid one month's salal'y in addition to the regular pay here­
tofore authorized. 

l\1r. TOWNSE~D. I a k the Senator if he will .not withhold 
his amendment until -we finish the consideration of the section 
with which we have just been dealing? I had proposed an 
amendment. Then the Senator from South Dakota [l\ir. JoHx­
so~] included part of it in his amendment; and now, if we 
could dispose of the remainder of it, we could l:iave made all 
at once the correction the Chair has suggested. ' 

l\Ir. TRAl\11\fELL. l\lr. President, I dislike Yery much not 
to accede to the request, but we are working on rush time to­
day, and I do not think it will take yery much time to dispose 
of the amendment I have offered. 

Mi·. TOWNSEND. I think we are going to have time enough 
to consider all amendments which may be offered. 

l\Ir. TRAMl\lELL. I dislike Yery much not to accede to the 
request of the Senator. . 

The VICE PRESIDENT. The question is on the amendment 
offered by the Senator from Florida. 

Mr. SillifONS. Mr. President, I do not think that this 
amendment has any proper place in a revenue bill. I am so 
much in sympathy with the purpose of it that I do not feel 
disposed to make any resistance, but I can not see its pertinency 
to the pending measure. It ought to have been offered as a 
separate proposition. 

~lr. TRA:\ll1ELL. Mr. President, I will take but a moment. 
i will say that some four weeks ago I introduced a bill em­
bracing the s:ubject .covered by this amendment and granting 
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one month's additional :pay to all officers and enlisted men in 
the Army, the Navy, and the Marine Corps. This policy was at 
least approved by Gen. March, in a public interview a -short time 
after the introduction of my bill, and I believe that· it will 
meet with the general approbation of the tax-bearing public of 
this country I belleYe the American people feel that we should 
make this allowance as n contribution to our .soldiers, who have 
met so faithfully, so bravely, and so heroically the duties de­
-volving upon them. It will be a little pittance to assist them 
in going home and getting once more reestablished in civil life; 
;wd, in order that it may not be delayed longer, I very much 
hope tl1at it wlll be adopted as an amendment to the _ pending 
bill. 

Mr. Sll\Il\fONS. 1\lr. President, the Senator says that he 
introduced a bill upon. this subject some time ago. I should 
like to ask him what reference was made of it? 

Mr. TRAMMELL. It was referred to the 1\lilita.ry A.:ffa.irs 
Committee. 

Mr. SIMl\IONS. Does the Senatm· know why that committee 
bas not acted upon it? • 

1\fr. 1\TEW. 1\fr. President--
Ur. TRAMMELL. I can not say why the committee has not 

acted upon. it. I see the chairman of the coinmittee present, and 
if he has a statement to make I should be very glad to hear 
from him upon the subject. 

The PRESIDING OFFICER. Does the Senator f1·o111 Florida . 
yield to the Senator from In-diana? 

l\Ir. TRAMMELL. I do. 
l\Ir. NEW. I did not see the chairman of the Military Affairs 

Commlttee present, and I was going to say something about 
the disposition that was made of that bill; but I obserre now 
that he is be1·e. 

l\Ir. CHAMBERLAIN. M1·. President, in the multitude of 
bills that the Military Affairs Committee have had to consider, 
we have not been able to consider this particular measure. We 
have been constantly at work wh-en we could get a quorum. 
Some of onr members, as the Senator knows, are on the Finance 
Committee, and the Finance Committee .have been in constant 
session~ "Und they ha "fe kept the members of the Military .A.ffairs 
Committee away and k-ept it from maintaining a quorum; but 
the bill will be considered in due cour e by the l\filitary Affairs 
Committee~ and action upon it by the committee will not be 
delayed. 

Mr. SIMMONS. I simply want to say that if the Senator 
from Florida insi ts upon it, I can not myself re ist the amend­
ment. 

1\Ir. SMITH of Georgia. l\Ir. President, we all agree that . 
this is not the proper place for the amendment; but I think 
-every Senator is in favor of the amendment, and the quick way 
to get it through is to let it be added to this bill now. So far 
as I am concerned, therefore, I shall be glad to have the chair­
man of the committee accept it. 

Ur. Sll\11\IONS. I ·would accept it if I had the pow-er. 
:Mr. KNOX. Mr. President, I should like to ·inquire of the 

Senator from Florida why the date is limited to the lith of 
November. What about a man who is discharged on the :lOth 
or on the 1st for ill !health, and who has gone back? 

1\lr. TRAl\IMELL. Mr. President, the obje~t of specif-ying 
-that date was that it should .apply to those who had serred until 
the eonclusion of actual hostilities, and therefot·e it was made 
to apply from the date of the armistice on November 11. 

l\I.r. KNOX. Does not the Seru:ttor from Florida think that 
the claims of a man who was discharged, say, on the 9th or the 
10th, by reason of wounds or illness, are just a meritorious as 
those of one who was di ·charged on the lith! 

1\lr. TRMBfELL. Mr. Presid-ent, you have to draw a line 
somewhere, and I thought it was best to fu the date at the 
conclusion of actual hostilities. Tho e who were discharged 
prior to that time were dfscharged at their own r-equest, unless 
they were di charged for di ability; and this will apply to what 
took place after the demobilization began. 

1\Ir. KING. Mr. Preilldent, may I ask the Senator a ques­
tion 1 Will this cover cases where men were called quite re-

. cently and inducted into the sernce, some of wllom served only, 
perhaps, 10, 15, or 20 <lays, some of them less than a month or 
two months? Do they get tb~ same compen ation a.s the men 
wllo have been in France? 

::\Ir_ TRA..l\!l\IELL. It will apply to them ju ·t the same. Of 
cour , there will be some few cases of that character. 

Mr. KING. There will be thousands of them. 
Mr. TRAlHMELL. There ha~ been no induction that I know 

-anything of, however, since the armistice was signed. 
1\lr. CH~'\IBERLAIN. Mr. President, I want to make an 

additional - uggestion to the Senate with regard to delay in 
acting by the Military Affairs Committee, and that is that 

there are various bills pending before the committee coYering 
this subject, and eovering uniforms and other gratuities to 
the soldiers. This particular bill was acted upon favorably by 
the committee, and not reported to the Senate bee<.'tnse we took 
an of the bills co-vering these various subjects and sent them 
to the 'Va.r Department, with the request that they reconcile 
them and report to us ns to the propriety of reportino- back 
the bills as they wet·e, or making such changes a would unify 
the law and harmonize the d.i.ffercnt statutes. 

Mr. WOLCOTT. Mr. President w·ill the. '<'nator yiel-d for n. 
question? 

Mr. C~ffiERL IN. I yield. 
l'.fr. WOLOOTT. Do I under;.::tand., then, lliat the Military 

Atfuirs Comrnitt€e has reached tbe -(}~termination that the prin· 
c.iple of this bill is worthy -of acceptance? 

M-r. CHAMBERLAIN. Y-es. 
Mr. \VOLCO'IT. And it i.s only n mntter of how it shoulll 

be framed in formal legislation? 
Mr. CHAMBERLAIN. That is all. 
M.r. LEWIS- Mr. President, having a bill simila-r to that 

.referred to, as I ha-ve no doubt many other Senators have pre­
sented similar bills, may there not be an understanding that 
in voting for this amendment of the Senator from Florida we 
do not yield the other measures, nor is it regarded as a sub· 
stitute for them? They will remain before th€ 1\lilltary Af. 
fairs Committee for such action as it may giYe them. 

1\Ir. ASHURST. Mr. P1.-esident, I have received a very large 
number of letters in respect to the bill which I introduced orne 
weeks ago to grant three months' pay lo each discharged soldier 
and give him his uniform and overcoat and other articles of 
apparel as his .own property. .I appreciate the necessity for 
early action on the revenue bill, and therefore I will take but a 
moment. 

The chairman of the Committee on Military Affairs has ru;. 
sured me that the bill (H. R. 1.3366) will undoubtedly p.ass the 
Senate at an early date, giving to each soldier, marine, and 
sailor, when. honorably discharged. his uniform, his overcoat, 
and other ru·ticles of personal appa.rcl as his own property. 
I ask leave at this time to include in the REconn a few letters 
I have received on this subject. I ha-ve received over a thou· 
-sand; but I have here only about half .a dozen in fav{)r of the 
passage of this bill, urging that the uniform be given to the 
soldiers, and three months' pay additional. 

There being no obj.ection, the .matter l'eferred to was ordere<l 
to be printed in the REcoRD, :as follows: 

SEATTLE., WASH., Deccmbtw 13, .W18. 
Whereas a bill has been introduced in Co.ngre s to allow 90 uays' pay 

and the uniform to all soldiers being discharged from the United Stn.tes 
Army, and we, being in sympathy with this movement and knowing 
that it will be of great benefit to our brave -defenders, .h~artily indo1·sc 
said bill : Therefore be it 

Resolved by Geo. H. Fortson Camp No. 2, of the Departm nt o! 
Washington and .Alaska, United Spani h War V~teran , in regular -
sion assembled on this 12th day of December, 191 , that we indor c 
the granting of said 90 dnys' pay and the presentation of the uniform 
to each of the men being discharged from our Army ; and be it fru·tber 

Resolved, That Senator ASH URST be notified and that copies of this 
resolution be forwarded to our Senators in Congress. 

This resolution was proposeu and auopted by the unanimous vote of 
all members pre (>n t. 

Gxo. H. FoR'l:so - CAMP :Ko. 2, U. S. W. v .• 
E. A. VORIS, A.dj"tant. 

FREEPORT, Iu ... , December 12, 191.B. 
.Senat1>r IlE.rnr" F. SUURST, 

Washington, D. C. 
DEAn Sm: P ermit me to congratulate you on the bill :ron pre ·en ted 

to Congress with reference to soldiers' and sailor ' uniforms and pay. 
If the bill uoes not go through, let me sugge ·t that you o.trer a bill 
prohibiting eulogy, as 80 per cent of these men can not live on eulo~y. 
and if they are not entitled to their old clothes and the ordinary pay 
that private individuals would give to a suddenly discharged chauffeur, 
1 believe such a bill would be in order. 

The American public a ssisted in furnishing amusement and extra 
comforts which the Government did not furnish, and as such an Ameri­
can citizen I am WI.1ling to pay ior a uniform fD.r a.ny disch.a.rged soldier. 
I have bad no near relati>cs in til~ service and am beyonu the age 
myself, but God knows I owe to a discharged soldier a suit of clothes 
and a pair of shoes, in addition to such amusements as I have a • iRted 
in furni shing him. As I say, I will pay for one suit, and I hope Con­
gress ·will see its way clear to pay for the balance. Let the boys know 
we mean what we say • 

I ~ Jll st>nd a copy of this to our SenRtors--SIIEnMAS and LE IS : 
also to our Congre sman Mr. JoH:-< C. McKEXZIE. 

Wi shing you success and as uring you that I believe the American 
people, if their attention is called to it, ap-prove of }"OUr bill, I remain, 

Your , very truly. · 

ll.nEwro.-, .ALA., D ecember 11, :WlS. 
Senator D EXRY F. A.sH"GllSl", 

Wasllinoton. 
DEAR Sm: I have just read the newspaper l'{!port of your IJill to 

_give our discharged Army und Navy men tbei1· old unifo1·ms and 90 
days' extra pay. I heartily indorse the proposition and I think every 
loyal, soulful American citizon will do the snmc. Your statements In 
support of the plan are just arid thoughtful and do you g.reat honor. 
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We .are going to haH a great bi9 debt to pay in the coming years 
and these boys will llcltl us pay 1t. Some of them will return to 
well-to-do homes and good bank accounts, but 9 out of 10 of tbem 
will feel good with the hundred extra dollars in their pockets. 

How glorious, that their courage and sacrifices have left us able to 
make this small demonstration of our appreciation of their honoring 
services to the Nation. Greeting .cheers we will give them heartily, 
but these are cheap and evanescent. Your bill will furnish a tangible 
token of the Nation's gratitude. . 

This writer is 74 years old-reached his home .Tune 27, 18G:S; 
buried his old gray jacket with the honors of war, and framed his 
Confederate $50 bill payable by the Confederate States of America­
after treaty of peace with the United States-bless its old soul. I 
took its promise and will for the deed, but our boys are luckier than 
their fathers. 

They tell us that our Nation is the richest in the world and sending 
billions to feed the hungry of Europe and Asia. If we order our 
boys io haul off their khaki for other soldiers and another war, might 
we not as well furl "Old Glory" that we may quickly forget the 
story of Chateau-Thierry, St. Mibiel, and Argonne Forest? 

Yours, >cry truly, 

Hon .. JosEPH W. FonDNEY, 
Washington, D. 0. 

SA-GINAW, .1ICH., 
Decem be1· 13, 1918. 

DEAR FRIEND: I see that a bill bas been introduced in the Senate by 
Senator .ASHURST, of .Arizona, to permit the soldiers, sailors, and marines 

. to keep and wear the it· uniforms and also to give them three months' 
pay. 

I believe this is one of the very best bills that has ever been intro­
duced in Congress to relie>e and assist the young men who have been in 
the Army ot· Navy. I believe that the uniforms should belong to the 
young men who have bought them and that they be at liberty to wear 
them any time when they sec fit. Surely no one but a soldier would 
\\"ant to wear these uniforms, and they would not have to sell to a 
person who is not a soldier. · · 

Every person that I have talked with approves of this measure, and I 
~opaew~hat you will do all you possibly can to see that this bill becomes 

With kind regards, I remain, 
Sincerely, your , E. L. BE.!.CH. 

Senator ASHURST. 

MOUNT VERNO=", N. Y., 
December 16, 1918. 

GO~ft: I am pleased to note in Army and Navy Journal your bill S. 

I trust you will make it apply to discharged officers as well as enlisted 
men. 

1.'he officers have made just as large sacrifices in proportion, many 
giving up e~tablished businesses, which it will take many months to 
reestablish. I speak from experience, as I am back to my business and 
find it is not easy under present uncertain conditions of business. 

Officers lutve each paid 400 to $500 or more for uniforms, and it 
would be only fair to permit them to wear their uniforms three months 
and get some wearing vaJue out of them. It would also seem only 
fail· to allow the officers GO per cent of the cost of their uniforms on 
cliscbarge. 

Appr eciating your efforts in our behalf, I am, 
Sincerely, yours, 

------. 
Eighteen months' sen-ice in United States and in France. 

Bm:urxGHA:u, .A.L-1., December 18, 1918. 
Senator HEXRY F . .ASHURST, 

Washington, D. a. 
DEAR Sra: I notice in the press that you have introduced a bill to 

pay soldiers and sailors three months' salary after the date of actually 
mustering out. As a citizen, I feel that this is so eminently just and 
proper that I take the liberty of writing you. 

It is very important to the country that each soldier and sailor keep 
hls uniform for use in after years, - and not only for use but as one 
of the physical evidences of his devotion to his country and his asso­
ciation in this great world crisis, that is to mean so much to this 
country in years to come. 

In addition to the numerous grounds assigned in the press that you 
have advanced in supp01.:t of your bill, all of which are most excellent, 
I beg to suggest an additional reason why this is proper, to wit: I 
know from personal observation in not less than a half dozen of the 
:large cantonments of the South that a large percentage of the men 
when they went to camp were compelled to wear their own clothing for 
quite a while, until they could be properly equipped with Government 
uniforms. They, therefore, furnished the Government their own equip· 
ment for a considerable tinle. 

I am sure that it will require from two to three months' pay for the 
average soldier or sailor under present conditions to buy sufficient 
clothing, shoes, etc., to enable him to return to private life decently; 
nnd since, in most instances, he wore out one full suit in the service 
of the Government before he was fully equipped it does seem to me 
to be simple justice for the country to provide him the funds with 
which to reimburse himself. This seems to me a sufficient reason, and 
when coupled with the many reasons you have assigned, as brought out 
in the press, to impel the passage of some bill to give the relief along 
the lines as suggested. 

Respectfully, yours, 
-.--- ----. 

PORTLAND, OREG., Decetnbet• 2, 1918. 
SEXATOR : Note your bill to giye soldiers and sailors their uniforms 

and 90 days' pay. 
God knows this is little enough, when they were willing to give their 

lives. They are not ashamed of the uniform, either, and why make 
them Jay it aside after 60 or 90 days? Why not allow them to wear it 
as long as it lasts? Our fathers did so in 1812 and 1865. Why not 
the sons? 

E. T. MORRIS. 

CAMP LEWIS, \ _\., ~-ot:embe1· 30, 1918. 
Senator AsuvnsT, of .At·izOI:a. 

GREETING : .As a constitm•nt of yours and a former newspaper pub­
Jlsher of Tucson1 .Ariz., I take this lil•erty to recognize your ell'ort ia 
behalf of the Umted States E<oldiers. You1· idea of advancing 90 days' 
pay to the soldier upon his di charge from Ute .Army has the unanimous 
approval of all the soldiers of Camp Lewis for the following reasons : 

1. The nver3ge soltJici.· has an allotment, war-risk insurance, and 
liberty bonds as an obligation. 

2. His capacity for attaining the same amount of money as a civilian 
has been curtailed by his sacrifice in the present emergency. 

R. The winter is at ban<'J_, and as it wili be se>eral months before 
conditions ;ndustrially will te 1;ormal again it would be a splendid idea 
to give him a nucleus for his new start in life, as they term it, and 
also to prevent any opportunity of social or indush·iai dissensions. 

4. It is true that if the soldier is so remembered that the favor, plus 
the experience be has ~aincd in economy with the Army, will make a. 
basis for a brighter ana better citizenship than before the war. 

5. May it come about so as the soldier will receive it upon the day 
be is discharged and not 90 days after. 

Hoping you will be able to interest all of the Senators in this essential 
idea, 1 remain, 

Respectfully, --- ---. 

Hon. HENRY F. ASHt:RST, 

CA)-IP FGXSTO=", KANS., 
Decembu 18, 1918. 

Unitea States Senate, Washiugton, D. a. 
DEAR SIR: It was nofed with a great deal of sati faction by all the 

men in the .Army that you had introduced a bill into the Senate to pay 
the men for three months at the rate of pay of tbci.r grade upon their 
discharge from the .Army. 

A great deal of interest has been manifested in the ultimate outcome 
of this bill since the time it was introduced, but up to the present time 
there bas been nothing shown in the papers as to what di position was 
made of it. .As you know, immediately upon the discharge being granted 
from the Army it will be neces. ary for a vast majority of the men dis­
charged to purchase complete outfits of civilian clothing. This as you 
know can not be done for less than the amount you ba ve proposed to 
have paid the men. 

The French Republic bas agreed to the introduction of a similar bill 
into the Chamber of Deputies which proposes to indemnify discharged 
soldiers in the amount of 250 francs. Is Fr-ance · more able or more 
willing to give her men returning to civil life at least a chance for an 
even break than is our own, the richest and most prosperous nation, 
on the earth? 

I am writing this letter in my own behalf as well as that of the many 
other men who were taken away from their civil pursuits of happiness 
and profit to serve in the Army, and who without complaint have served 
to the best of their se>eral abilities in such places as they were ·sent. 
and now that they are about to be discharged find that a hardship in 
being properly equipped to reenter civil life is about to be encountered; 
hence this appeal to you to urge this bill and show the men who have 
served just the attitude of the men whom they have helped to send to 
the Halls vf Congress to represent them. 

KAXSAS CITY, Mo., Decen~ber 9, 1918. 
DEAR Sm: Hope you get your bill through, as I have three nephews 

over in France and I know they would like to keep their uniforms as 
a relic. I herewith mail you two statements of Kansas City Star. There 
has been several like this and you may not see them. This to show 
what interest is being taken. 

Respectfully, .JOH~ MEREDITH. 

GIYE DISCHARGED SOLDIERS A~D SAILOHS 1JXIFOllMS AXD 90 DA.YS' PAY. 
To the Star: 

I read in to-day·s paper Senator .AsHt:RST, of Arizona, had proposed 
a bill giving soldiers and sailors the uniforms they wear at the time 
of their discharge and 90 days' pay. 

I think that the best proposition made for our returning soldiers 
and sailors. With what pride they will look on those uniforms in days 
to come-just as we look at the relics used by our ancestors! It keepg 
in the heart real patriotism and love of country. It will not be a mem­
ory only, but something tangible. 

What with the drilling, the embarkation, the al'l·ival in foreign coun­
tries, the terrible battles they have been in, and the home-coming, it 
seems to me they will be dazed and hardly fit for work. What will 
they do? 1.'hey mm;t live. Some have no homes to come to. I am sure 
Uncle Sam is willing to let them rest without worry. 

I hope the bill will be passed . 
DAGGHTER OF .Al!ERICAX REYOLt;TIO~. 

Hon. IIE~rn: F. AsrrcnsT, 
Washington, D. a. 

LY!'\CHBURG, Y A., December 10, 1918. 

DEAR SIR: I am writing ;\-ou to ay that I heartily agree with your 
bill to allow the retiring soldiers to retain their uniforms and to be 
given 90 days' extra pay, too. · 

The uniforms will be worth nothing to the Government, but will 
mean a great deal to the soldiers now, as well as in after years. 

They will all be broke when they return, and certainly 90 days' extra 
pay is little enough compensation for the magnificent work they have 
done. I believe the people are with you practically unanimously on 
this proposition. 

Yom·s, truly, G. l\1. BRASFIELD. 

BALTIMORE, MD., December 11, 1918. 
United State;; Senator ASHURST. 

Sm: In to-night's paper I read of the bill you have introduced to 
give each discharged soldier his uniform and three months' pay, and 
from experience I can say it is the most humane bill I have ever read. 
When I state "from experience," I was discharged in 1898-Novembel." 
7-and being a newly married man with $28 finals, my uniform was a 
godsend. Sorne· will spend it in a few days, but the majority will see 
it as I do. I also wish to state that I hope to be a resident of Arizona 
soon-where at, I do not know. My reason is that, being a sufferer 
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from tuberculosis, malal'ial poi Oiling, and pyor:rhea, I am COI!lP~llcd to 
liecp moving to keep able to support my family, and my w1fc s help. 
Now I will tell you of a little inci!l:!nt. Being an ex- ·oldier, I ha>e ' 
alwa'ys enueavored to make my home pleasant for as many of the boys 
as i could financially entertain. ~o last June I saw, while worb:ing at 
my trade at Fort McHenry Bn ·e Hospital No . . 2, an artilleryman from 
Ft·ance. He looked as if be had gone through ome hard times, and 
I accosted him and invited him to my home, as I bad done to other 
boy . He told me he had not been paid for nine month . His record, 
or paper could not catch him. And be had been operated on for ap­
pendicitis' in mid-ocean, and ince then in New York, and was due for 
one in Fort McHenry. .Anyb{)W. I fixed him up financially, also with 
tobacco, and took him home~ He picked up wonderfully since then. 
His last 1>peration has been su~cessful.and I introduced him to a perf~ct 
young lady and they get married Chnstmas, and when he gets his dis­
charge we are all going to Arizona. We bad deeided to go befor(!, and 
now s]nce .I have read your bill it confirms my idea of Arizona. I am 
no no·;ice to the West, as I .spent seven years in California.. We in­
tend to go as soon as we are able. He is a farmer and I am a practield 
lmngalow builder (as they ure built in California). 

Efoping your biH will pass with no opposition, and wMn we become 
'Voters in Arizona you can rely on two, no matter which political party. 

I am, most respectfully, w. S. R.utrus, 
1316 Jam es Street, Baltimore, Ald. 

r. S.-M penman hip C.)mes from nervousness, which came from my 
()\Vll physical troubles. W. S. H. 

A...'\!>.ISTOX, AL~ •• 1.·o1:emba SO, 1.!Jl • 
f;enator ASHUllST, 

Unittu~ States Senate, WasJtingtmJ, D. C. 
1\IY DEAn Srn : Notice of preparation of your bill was published in a 

local newspaper, the Anniston Star, Anniston. Ala. The same news­
paner published statements of Quarterma ter Department, and it aid 
thit millions of articles of clothing were .QD band unissued. 
· It occurred to me that ina much as sncb equipment wa.s on hand, and, 
too inasmuch. as all present lssued cl1>tbing was " second hand , when 
tss~ed, that some or all of the surplus new uniforms be gl>en the boys, 
who would like to go home looking d~nt, but who are ashamed to 
wear the oversizes and patched trou er , etc.~ home. It is perfectly 
proper that we soldiers should sa-crl1ke our pride and even substance 
and life if nece'Ssary, but ns we go home after such as 've haTe been 
through "much or little," it is no more than right that we should 
have the '$90, or three months' pay, and the clothe which are o~ hand 

iJlOrro~~~~·would be able to find employment, and maybe the $90 
kvould be the means of them getting started over in some new or old 
pccupa tion. 
, .We boys admir~ you and appreciate 'Such a man in the Senate. 

Yours, respectfully, , 
Pvt. B. E. PROCTOR~ J"R., 

F-irst Ootnpanv, "}."inctu-eighth DiviBion, Camp McOletlcm, A.la .. 

1\Ir. FLETCHER. Mr. President, I think I cun say for the 
members of the Committee on Military Affairs that there is 
really no opposition in that committee to the bill offered by my 
~olleague [Mr. TRAMMELL]. 

1\fr. Sl\IITH of Georgia. Mr. Pre i<lent, is it not true that 
lhat bill has been approved now by a majority of the members 
bf . the committee; that they haYe signed their approval t? it, 
and it is ready to be reported and pa . eel? 
; 1\fr. FLETCHER. I think so. 
r Mr. SMITH of Georgia. \Ve could call it up this afternoon. 
j 1\Ir. BORAH. Mr. President, do I under and that this 
amendment, ln substance and effect, is approved by the :Military 
'Affairs Committee? 

Mr. McKELLAR. That is true. It has been approved by the 
1\filitary Affairs Committee and dii·ected to be reported, sub­
ject only to the Secretary of War changing its verbiage. 

The VICE PRESIDENT. · .'£he question is on the amendment 
pf the Senator from Florida. 
• The mnendment was agreed to. 
' Mr. TOWNSEND. 1\Ir. President, I desire now to complete 
the amendments in relation to section 900, in completion of the 
;work which was done by the Senator from South Dakota [Mr. 
10HNSON] in his amendment. 

By that amendment we have stricken from paragraph (1) 
e\erything except automobiles and motorcycles. Now, it has 
occurred to me that all of these items should be treated in 
exactly the same way; that there is no rea on which may be 
urged in behalf of one which is not good in relation to the 
others. They are not luxuries. That has been determined, I 
think, by everyone who has given the matter consideration. 

Then in section 3, on page 194, is the tax on tires, inner 
tubes. parts, or accessm·ies for any of the articles enumerated 
in this other paragraph. In other words, I ask now to amend 
the bill further by striking from it the tax on automobiles, 
motorcycles, and the new parts which apply to those particular 
items. · 

This is all one subject. It is all treated, or should be treated, 
in exactly the same manner. These were· luxury taxes. They 
are not such; and we having decided that in orne cases, it 
seems to me that we ought to include the other matters. 

I do not care to occupy the attention of the Senate on the sub­
ject, and I am perfectly willing to take the judgment of thisbocly 
upon it. Therefore I move to have it treated the same as the 
otller amendment, which was canied, and to strike from the bill 

subui vision " ( 1) "· on page 193, and subdl Yisiou " ( 3)" at llie top 
of page 194. 

The VICE PRESIDEN'l'. The Senator from 1\liclligan pro-­
po es an amendment whi-ch will IJ~ stated. 

The S"ECBErA.RY. · It is propo ed to strike out all of line 18 to 
22 on page 193 and line · 1 to 5 ou page 194.. 

1\lr. SMITH of Georgia. Mr. President, we make no point at 
all upon the time when the motion is made, anu agree with the 
statement of the Chair thnt it can be con itlered; but I think 
we ought to state again, ft·om the committee to the Senat e, just 
what you are doing. · 

The committee took the bulk -of the burden off of Ole auto~ 
mobile businc.ss and the automobile opeTation. The llon e put 
a tax on gasoline. We struck that out. The House put u tax 
upon each owner and u er of an automobile. We ·tmck that 
out. The House put a tax of 10 per cent on automobiles and 
motoreyde . We reduced it to G. The House put a tax of 10 
per cent on accessories, tires, and things of that kind con­
nect ed with automobiles. We reduced it one-half. Now, you 
are about to strike out the last '55,000,000 that we haYe left 
in this bill. It is estimated that the automobile and motor­
cycles will pay $40,000,000, and that the acce ortes will pay 
$15,000,000. That is $55,000,000 more. · You are about to strike 
that out, also, or the motion is to strike it out. 

Speaking for the committee-! think I can speak for n large 
majority of them-we do not think this ought to be don . We 
do believe that this tax is reasonable on tlle manufacturer of 
automobiles and motorcycles and Qn these auilitional supplic 
for automobtles. It is reduced one-half from what the House 
had it, and the industry has been freed from the balance of th 
tax by taking it oif of gasoline and taking it off of the opera­
tors of automobiles. 

I do not believe it is possible to get this bill through without 
some of this tax being left. I belie\e it will E-ither go back on 
gasoline, or it will go back on the operator of automobiles, or 
it will go back somewhere; and this is the be ·t place to lcnYc 
it--on the manufacturers of the automobiles and motorcycles. 
I think the action of the committee was at lea. t wi e in lea\ing 
this tax in the bill. 

Mr. McCUMBEH. 1\Ir. President, tllc argument that wa 
made in favor of striking the tax off of the tn!.cto1·~ , and s 
forth, was an argument made Beemingly for the benefit of the 
agricultural class1 and for the benefit of no one el e. I know 
enollgh about the agrlcultm·al class to b.-now that there are $10 
or perhaps $50 im•ested in automobiles by that class where 
there is $1 in>ested in the e other articles which you wish to 
protect from the tax. A little Ford is no more of a luxury to 
the farmer than a horse and , buggy w-er.e -a few years ago. 
Nearly every farmer has one of that kind, or one similar to it. 
It is just as neces ary for him to run to town in llis automo­
bile, especially in the Western country, where quite often he i 
30 or 40 or 50 miles from a town of importance, a it wa in 
the olden days to driYe his horse and bugo-y that di tan-ce. 

It does seem to me that none of the ·e are really luxm·y 
taxes, and if they are not luxury tax.es they ought to go out all 
of them. I voted to take them all out, ami I would \Ote again 
to take them out to-day, because I think it applies ju t as much 
to one class as. to another; and, althougll I represent a purely 
agricultural State, I do not want to say to th~ man in that 
State: '"'You can hftve your .article free, but the merchant in 
the little town must pay taxes on an article that j produced 
by ~e same manufacturer. ~ I think they ought to be all treated 
alike. 

1Ur . ..BORAH. Mr. Pre ident, we are ju t adding about 
. venty-frve or eighty million--

1\fr. NELSO.~. "". Oh, 1\ir. Pr ~ went, two hundred and fifty_ 
millions. 

1\fr. LODGE. The Senator is speaking of taxe. , and not 
expenses. 

Mr. NELSON. I mean the expense . We have ju t added 
a.n amendment het·e iner asing the ~-pen · of the Go\ernmcnt 
;2.)0,000,000. 

1\Ir. BORAH. Very well. Tile Senator know m re than I 
do about it, and I will accept his figure . It on1y a entuat 
the position that I am going to take. 

I voted against the amendment that w offered a few mo­
ments ago, although it was supposed to be offered in bella1f of 
the agricultural interest , and a large pnrt of my State is 
dedicated to that "Vocation; but I ha.-e not h rd any consider­
able protest on the part of the agricu1turi ·t or farmers in 
regard to this matter. The only protests, the only letter I 
have had, have come from the manufacturers of automobile· 
and the manufacturers -of these srtic1e. with which we are. 
now dealing; and I SUSJ.)ect that they are the ones ''ho arc 
mo t concerned about this matter. Iu view of the fact that 
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we are adding expenses here to the extent that we are, we 
ought not to undertake to reduce upon tho e matters which, 
whethel· they are necessaries or luxuries, can afford in this 
emergency to pay this tax. 

~lr. SMOOT. Mr. President, just one word. A couple of 
1IouTs ago the Senate \Oted to place a tax of 10 per cent upon 
clothing. Now we are going to vote whether we are going to 
impose a tax upon automobiles or not, after cutting it from 
10 per cent to 5. I can not see the consistency in any such 
course of action. · 

Mr. MYERS. Mr. President, I ask for a division of the ques­
tion. I ask that the motion to strike out subdivision "(1)" on 
page 193 be voteti on as one question, and that the motion to 
strike out subdivision " ( 3)" on page 194 be voted or. as another 
que tion. 

The VICE PRESIDENT. The question is on the motion to 
strike out subdivision "(1)" on pnge 193, a.s amended. 

The motion was rejected. 
The VICE PRESIDENT. The question now is on the motion 

to strike out paragraph "(3)," on page 194. 
The motion was rejected. 

' Mr. JONES of New Mexico. I desire to call up an amend­
ment I offered some days ago on page 8, line 4, to insert a para­
graph as follows: 

(c) When parcels are sold from a tract of land as part of a plan of 
"development and disposition, no gain shall be deemed to accrue to tho 
owner from the sale of any parcel until enough shall have been sold 
to return to him the cost of the tract or its value on March 1, 1913, 
i! it was acquired by him on or before ·t.llat date. 

i The other day in discussing the bill I called attention to this 
:very important situation which affects the irrigation industry. 
.Under the present ruling of the department if a man has an irri­
gation enterprise, and sells any of it, the difference between the 
.cost of the few acres which he sells and the rest is considered 
as income, although the cost of construction of the work has 
not _yet been paid for. In cases of that- kind where the project 
is being develo_ved, the amendment provides that the person shall 
not be charged until after the cost has been determined. I cer­
tainly hope that the amendment will be accepted. I trust it 
:Will not be opposed by the committee. 

Mr. SMOOT. Mr. President, just a word. I can not see why 
this amendment should be adopted after the provisions of relief 
have been given in the bill. · It seems to me it is simply an 
amendment to relieve real estate agents in the sale of land. 

Mr. JONES of New Mexico. Oh, not at all. 
Mr. SMOOT. I can not construe it in any other way than that. 

Of course, I do not care to discuss it any further. I am per­
fectly willing·to have a vote on the amendment. 

Mr. SMITH of Georgia. :Mr. President, I agree with the view 
taken by the Senator from Utah representing the chairman of 
the committee. We are told it is neces ary, but I do not think 
there is any more reason to apply it to real estate than to a stock 
of goods or anything else. 

1\fr. JONES of New Mexico. 1\Ir. President, I discussed the 
matter the other day, and among all those who understand en­
terprises of this sort it was thought that, without some amend­
ment of this kind, you will not have -any more irrigation proj­
ects developed through private capital. I sincerely trust that 
the amendment may be adopted. It would tend to relieve the 
situation where the man has made no gain and when he has to 
pay out every dollar which he received in discharging the mort­
gage he put on the land in order to construct irrigation work. 
I sincerely hope that there will be no objection to this amend­
ment. 

Mr. SHAFROTH. May I ask the Senator whether, when the 
amount which has been placed in the enterprise is -paid, it is 
subject to assessment? 

l\1r. JONES of New 1\lexico. Every dollar that comes in is to 
be considered as gain, and is income taxable at that. 

l\ir. SHAFROTH. I heartily agree with the Senator that 
unless it is done we are not going to have the large irrigation 
enterprises where sales are made in the western country. It 
seems to me we ought to encourage that kind of development in 
the " rest. 

Mr. SMOOT. 1\fr. President, I wish simply to say that the 
practice of the department to-day is not to impose a tax upon 
any proposition until there is real gain made. 

1\lr. JONES of New Mexico. I think I can give the Senator 
some information, at least, which I received directly from the 
department. In such a case as I have mentioned, when the first 
80 acres is sold the difference between the actual cost of 80 
acres and the sale price is figured as income, and if you sell 
enough so that the income will meet the running expenses for 
the year, it is considered gain, although there may be a mort­
gage on the property of $1,000,000. 

1\Ir. SMOOT. Wbatever interest is paid on the mortgage is 
allowed to be deducted. 

l\lr. JONES of New Mexico. No; it is only the intere t on 
the mortgage which is permitted to be deducted. 

l\1r. SMOOT. That is exactly what I said-the intere t on 
the mortgage is allowed to be deducted before any gain can 
possibly be shown. Not only that, these payments are made in 
perhaps 10 different yearly payments, and history shows that 
many of the payments made in the first year are turned back 
into the company by the purchaser of the p1·oject and represented 
by the payment of the purchase price. I can not see but that the 
ruling of the d~partment and the practice of the department 
covers everything that ought to be covered in a case such as is 
referred to in the Senator's amendment. 

I am deeply interested in the development of the western 
country as the Senator, and deeply interested in seeing the 
reclamation projects established, maintained, and made a suc· 
cess of, but really I think this is going entirely too far even 
in that case, hard as it was. 

Therefore, "Mr. President, I can not unde1·stand why the 
Senator asks for this particular legislation. I do not belieye 
it is going to assist anything in any irrigation projects. 
- Mr. JONES of New Mexico. I ask for it for the reason that in 
any irrigation enterprise there is not a dollar of actual profit 
until yon hav;) sold enough land to pay the cost of building the 
work and the cost of the land. There is not and can not be a 
dollar of net profit in it, but after that is paid then the receipt 
becomes profit. It is simply a . question of doing justice and 
not taxing a gain or profit until a thing becomes a gain or 
profit. 

Mr. SMOOT. That same thing applies to a merchant who 
has a stock of goods. There is no profit made until the goods 
are sold. It applies to every farmer in the country. It applies 
to every person wlio pays a tax. I can not see why this par .. 
ticular case should be dif!erentiated. 

Mr. WOLCOTT. Mr. President--
Mr. JUNES of New Mexico. I yield to the Senator. 
Mr. 'VOLCOTT. Is the tax which the Senator speaks of to 

relieve this irrigation project a tax imposed upon net pt·ofits? 
l\fr. JONES of New Mexico. The provision which I offer is 

not to consider that as a gain until enough land has been sold 
to pay the cost of the project. _ . 

Mr. WOLCOTT. I wish to ask the Senator a question fur· 
ther. A moment ago he said that there is no gain until enough 
land is sold to repay for the land, and until that time has been 
reached it can not be considered as a taxable proposition. There 
is no profit until the cost has been fully repaid. 

Mr. JONES of Washington. Unfortunately it is because of 
the ruling of the department that I have offered this amend­
ment. I think the Senator's ideas should be carried out, but it is 
because of an adverse ruling of the department that I ha\e 
o:trered the amendment. -

The VICE PRESIDEJ\'T. The question is on agreeing to 
the amendment presented by the Senator from New Mexico. 

The amendment was rejected. 
l\Ir. SHEPPARD. I offer the following amendment: 
The VICE PRESIDENT. It will be read. 
The SECRETABY. Add a new section, to read as follows : 
That the J)rovislons of section 5 of the act entitled "An act making 

ap'J)ropriatlons for the service of the Post Office Department for the 
fiscal year ending June 30, 1.918, and for other purposes," appro-.ed 
March 3, 1917, relating to intoxicating liquors in mterstate commerce, 
as amended by section 1110 of an act entitled "An act to provide reve­
nue to defray war expenses, and for other purposes," approved October 
3, 1917, be, and the same are hereby, made applicable to the District 
of Columbia. 

Mr. PHELAN. Mr. President, I understand that this is the 
same amendment which was proposed recently as a rider on a 
bridge bill, and to which the presiding officer called the atten­
tion of the Senate. I think it is equally obnoxious to the 
present proceedings when we are considering a bill providing 
for revenue. If it were in order, I would object on the ground 
~at it is not germane, but I understand that objection would 
only lie in case of a general appropriation bill, so the only re­
course I have is to appeal to the Senate by informing this body 
exactly what the amendment calls for. 

It is to deny to the citizens and temporary sojourners in the 
Capital of the Nation the privilege of importing mne into the 
District, against which there is now no prohibition. There is 
a prohibition against the manufacture, sale. or the giving away 
of wine. There are no barrooms nor hotels nor clubs now 
enjoying the privilege of sale or of giving -away wine. So ther~ 
is the practical complete prohibition of the liquor traffic in the 
District, with the -exception of the privilege which has this 
many months been accorded to residents to import wine for 
their own table use, and which is now proposed to be denied. 



786 CONGRESSIONAL RECORD-SENATE. 

If this amendment is adopted there will be no means by which 
the citizens of this District can regale themselves except by 
see.king sanctuaries in the legations and the embassies . . We are 

· giving to the foreigners a privilege which we deny to our fellow 
citizens. I would urge that we move slowly, in view of the fact 
that there will be national prohibition not later than February, 
1920. The New York Sun yesterday enumerated 38 ·States 
which would ratify by January next the Federal amendment, 
which by its own provision goes into effect one year later; so in 
February, 1920, there will be no liquor of any kind sold or man­
ufactured in the United States, including the District of 
Columbia. 

If this amendment prevails it cuts the privilege off in the 
District of Columbia prematurely, now enjoyed by States that 
are not now dry. 

We are made an exception, and as the law-making body reside 
in the District of Columbia it is asking much of them to deny 
themselves this privilege which is enjoyed in so many States 

· where prohibition laws do not now obtain. 
Why anticipate February, 1920? It is but a year. It enables 

the Government to gradually cut down libations. Citizens will 
not be exposed to the danger of suffering from the shock, and I 
believe it is a good medical practice to wean a man away from 
the bottle slowly. . 

Mr. SMITH of Georgia. May I ask the Senator a question? 
Mr. PHELAN. Certainly. 
Mr. SMITH of Georgia. If this amendment should pass the 

Senate there would be a few days of delay before the confer­
ence agrees upon it and its approval. Why could not the gen­
tiemen so situated lay in what they needed in the meantime? 

Mr. PHELAN. Owing to congestion of traffic between Balti­
more and Washington or New York and Washington, it would 
be practically impossible within that period to supply the de-

_mand. · 
It seems to me it is dealing in a very small way with the 

:Oistrict of Columbia by denying it a privilege enjoyed else­
where and rather taking advantag~ of a position which gen­
tlemen enjoy by holding a majority to punish, even to torture, 
those citizens who are less favored than ourselves in strength 
and ability to resist this gentle temptation. 

I will not discuss now the practice of wine drinking at meals, 
something demonstrated as wholesome by the countries .of the 
Old World and approved by the Bible itself. "Drink no longer 
water, but take a little wine for· the stomach's sake," is an in­
junction, I believe, .coming from a pious and serious authority 
many years ago and still advised by the medical profession. 

So it is not the drinking of wine at table that produces disease 
or vice or crime. It is a healthful and salubrious practice in 
moderation, and I believe the citizens of Washington are given 
to moderation. 

I would call the Senator's attention to this thought: Not­
withstanding the position which the citizens of this District 
now enjoy, the police have, without warrant of law, been arrest­
ing all manner of men coming into the District of Columbia 
carrying containers with liquor. There is no law at present 
where such importation is forbidden, and yet the municipal au­
thorities are humiliating men by bringing them into the police 
court to there determine whether the wines are for their own 
personal use. They are prosecuting that practice so diligently 
that there is much indignation and editorial expression in this 
community in enforcing a so-called law which has, in fact, no 
place upon the statute books. I do not know that it has been 
abused here; whether it is abused or not, it is a privilege 
which the citizens of this community should enjoy until for­
bidden, and they should not be discriminated against by an 
ac: of Congress. This community has no means of expressing 
itself except through Congress. It is denied the privilege en­
joyed. by other communities of vote and representation, and 
being thus made helpless, it is the refinement of cruelty for Con­
gress to pass a law of this kind. I will propose an amendment 
in good season. 

Mr. SHEPPARD. Mr. President, the Senator from Cali­
fornia has restated in his eloquent way some of the old but 
long-ago exploded antiprohibition arguments. I merely want to 
remind him that the bridge that presents itself now is a safer 
and securer one than the Tennessee River bridge, the bill 
which I attempted. to amend a week or two ago by offering this 
bone-dry measure as a rider thereon. 

I have here letters from the Commissioners of the District of 
Columbia and from the · chief of police which show the imme­
diate necessity of action of this kind .. After receiving these 
letters I have deemed it my duty to present this measure as an 
amendment to this bill. I ask that the letters be read. 

The VICE _PRESIDENT. The Secretary will read. 

-The Secretary read as follows: 
COMMISSIONERS OF '.fHE DISTRICT OF COLUMBIA, 

METROPOLITAN POLICE DEPARTME:ST, 
Washington, D. 0., Decernbe1· te, 1918. 

Hon. MORRIS SHEPPAIID, 
United Btate8 Senate, Washington, D. 0. 

MY D~ SENATOR: I am exceedingly glad to learn ft·om you that the 
bill to appl~ the Reed bone-dry law to the District of Columbia has been 
placed on t~e Senate calendar. 

It has been most unfortunate, of course1 that during the year the Dis­
trict has been dry under the Sheppard btU the National Capital Is the 
only place in the whole United States where prohibition is enforced that 
has not enjoyed the benefits of the Reed bone-dr·y law. If it were not 
for the fact that the milltary-zone law has been extended to apply in the 
District of Columbia. conditions in Washington during the period of 
demobilization and thereafter would surely become very bad. As long 
as persons are permitted by law to bring large quantities of liquor into 
the National Capital and are free from pt·osecution if they make a fairly 
good statement that It is for personal use, just so long will a certain 
class of men and women stop honest labor and attempt to get quick 
profits in the bootleggin{? business. - For more than a yeat· the courts 
have become congested With cases growing out of arrest of persons who 
have entered the bootlegging business rather than work. 'l'he applica­
tion of the Reed amendment to the District of Columbia, the same as It 
applies to all other dry territory in the United States, would make such 
a situation In the courts impossible. 

Yery truly, yours, 

Hon. MORRIS SHEPPARD, 

R. w. PULLl\lAN, 
Majo1· and Bttperintcndent. 

~ ASHINGTOY, Dccembe1· lZ, 1918. 

United States Sen,ate, Washington, D. 0. 
MY DEAR SENATOR SHEPPARD: The Commissioners of the District of 

Columbia are informed that it is your purpose to urge the immediate 
passage of the bill applying the Reed bone-dry act to the District of 
Columbia. The commissioners have already reported favorably on this 
bill, but they take this opportunity to urge you to use every possible 
effort to bring about its immediate enactment into law. 

The District of Columbia Is the only prohibition territory in the coun­
try to which the Reed amendment does not apply. This tact is largely 
responsible for the large importations of Hquor that are now being 
made. The police department has been diligent, the dockets of the 
courts have been congested with liquor cases, but the conditions have 
become almost intolerable. 

It the proposed bill becomes Jaw, then the authorities here wUI ·have 
the same opportunit;r to enforce the prohibition laws. as is enjoyed by 
the authorities in other prohibition territories. Without this opportu­
nity, there will undoubtedly be a continuance of the highly profitable 
bootlegging business to the detriment of all conditions affecting law and 
order in this jurisdiction. 

The commissioners trust that the Senate will pass the bill, and be­
lleve that its enactment into law will be followed immediately by a 
marked improvement In conditions in the District of Columbia. 

Very respectfully, 
THE BOARD OF COMMISSIO~ERS OF THE 

DISTRICT OF COLUMBIA, 
By LOt'IS BROWNLOW, Pt·cside-nt. 

Mr. JONES of Washington. 1\Ir. President, I. simply ,·vant to 
say that the chief of police called on me yesterday and urged 
that Congress should take some action in this matter immedi­
ately. He said the Department of Justice and the ·war Depart­
ment were cooperating with his force very diligently, but under 
the law as it now is they can do very little. He stated. that 
four carloads of liquor came into this town yesterday by ex­
pi·ess and he expected a similar amount to-day. He called my 
attention• to the particular class of people who seemed to be 
making it a business to bring liquor here from Baltimore. He 
also called my attention to particular instances that have llap­
pened in connection with attempting to enforce the law. One 
in particular illustrated, he said, the methods that are used. 
He stated- that they use a particular term that is appUcable to 
liquor and change that term from time to time; that he sent a 
part of his force down into the southwestern part of the city a 
.few days ago; that a colored man got on the running board ot 
the automobile and asked them .if they wanted a certain thing, 
using a term which applies to liquor. The police force were in 
citizens'. clothes and they said "yes," and he pulled out of his 
pocket a bottle, and they arrested him. 

He began to cry, "Murder!" and the chief said that from 50 
to 100 colored men came from different parts, that they were 
rushing up, and he had no doubt that they meaut to attack 
the officer. The other men stepped out of the machine with 
Krag rifles in their hands, and the chief said that they had 
found that the colored men in the southwestern part of the 
city cared but very little for reYOh'ers; that they seemed to 
estimate that only about one shot out of ten took effect; but 
that they did have very great respect for rifles. He therefore 
had his men armed witl1 Krag rifles, and when the men carry­
ing them got out of the machine the darkies faded away. 

Mr. President, he states that it is taking nearly his entire 
force; that they must go in squads really to endeavor to enforce 
the law; that they have urged that Congress apply to this 
District the -same law, at any rate, that we have applied to 
other territory where the legislative authority has prohibited 
the sale and manufacture of liquor; and he states that if we 
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will do that, it will assist them wonderfully in the enforcement 
of the law. 

1\lr. President, as the letter states, the Government has estab· 
lished a war zone in the Distlict of Columbia, and yet these 
people on \vhose account an appeal is made here to continue this 
n·affic, are doing e\"erything in their power to debauch the men 
.who haYe saved our country. It seems to me. that Congress 
ought not to hesitate one. minute to put the force of its authority 
behind the men who are trying to protect not only the soldiers 
but this community from the evil effect of this traffic. 

SEVERAL SENATORS. Vote.! 
The VICE PRESIDENT. The question is on the amendment 

pff.ered by the Senator from TexaS' [Mr. SHEPPARD}. 
Mr. HITCHCOCK. Mr. President, a few days ago I made the 

statement here that the Post Office Department, and also the 
War Department, had largely broken down in the service of 
mai! to the soldiers in France and in the serviee of mail from 
the soldiers in France to their families in America. I am now in 
1·ece-lpt of a letter from the Postmaster General--

1\lr. SHEPPARD. Will the Senator allow us to vote on this 
amendment? 

l\lr. HITCHCOCK. Not until I get through. I see ::10 possible 
reason why, if the Senator can bling in his favorite hobby of 
prohibition here, I can not bring in anything I please. 

Mr. SHEP? ARD. I was under the impression that the 
Senator from Nebraska was bringing up another subject, think­
ing that this one had been disposed of. 

Mr. HITCHQOCK. Not at all. I had not expected to inter­
rupt the revenue bill, but if the Senator from Texas can interrupt 
the reYenue \}ill with his particular hobby, I do not see any rea­
son why the matter which I now present can not be discussed. 

I am now in receipt of a letter from the Postmaster General, 
calling attention to the fact that since the 30th day of June, of 
this year, the Post Office Department has bad nothing to do 
with the delivery or distribution of letters to the soldiers in 
.France, but has simply delivered those letters to the War Depart­
ment at a certain terminal in New York City; al o, that it ha.s 
bau nothing to do with gathering the mail from the soldiers in 
France, but has simply received that mail at Borrdeaux for trans­
portation to the United States. 

I shall ask to have the Postmaster General's letter published 
in the RECORD for the purpose of exonerating the Post Office De­
partment for any failure since the 30th of June to see to the 
proper delivery of the mail. I will say, however, that prior to 
the 30th of June the Post 0ffi£e Department was largely responsi­
ble for the failure to deliver mail promptly to the soldiers in 
France, and the breakdown was so complete that the War De­
partment insisted on taking over the work. Since that time the 
\Vur Department has made about as complete- a failure as had 
the Post Office Department prior to that time. But in justice 
to the Po tm.aster General I end to the desk, and ask to have 
printed in the RECORD, a letter from Postmaster General Bur­
leson. 

The VICE PRESIDEI\'"T. In the absence of objection, permis­
sion to do so will be granted. 

The letter referred to is as follows : 
OFFICE OF THE POST1IASTEll GEXEnAL, 

Wushington, D. 0., December i!t, 1918. 
lion. G. !II. lliTCHcocn:, · 

United State Senate. 
MY DEAR SE~ATOR HITCHCOCK: I note on page 659 of the Co.-GRES· 

SIO::-IAL RECORD of December 19 that you stated in the course of debate: 
"'l.'he only explanation for the failure to deliver the mail to the 

soldiers in France and for the failure to receive the letters ot soldiers 
jn l!'rance written to their families in this country is, in my opinion

1 rank incompetency ; and I take this occasion to say that it is one or 
the most disgraceful breakdowns of the Post Office Department in the 

. first place and of the War Department management in the second place, 
that the soldiers in France have been deprived of their home letter and 
the folks at home have been deprived of the letters from their soldiers." 

By reference to Senate Document No. 269, hereto attached, it will 
be cen that the Senate was advised by me in July last that, since June 
30 preceding, the Army has been conducting the transportation and 
delivery of the mail to the soldiers addressed for delivery in the United 
~tates. Under this arrangement the mails for the troops in France are 
cllstributed by this service at the Chelsea Terminal railway post office at 
New York, in accordance with schemes furnished by the military au­
thorities, and handed over in sealed sacks appropriately labeled to said 
authorities at the port of embarkation, whereupon the responsibility 
of this department ceases and the military authorities undertake the 
transportation and delivery of said mails to the individual soldiers ad­
dressed. In order to keep a proper check on the course of the mails 
and to locate reRponsibillty for delays a dally report is rendered jointly 
by an official of the Army and an official of the Railway Mail Service 
in charge of the distribution of these mails, said statement showing the 
amount of mail distributed and sealed ready for dispatch and the amount 
of mail undistributed in the Chelsea Terminal at 12 o'clock noon 
each day. A perusal of these daily reports shows that on no occasion 
has there been as much as 24 hours' accumulation of undistributed mall, 
ana that most ef the reports show that the letter mails were distributed 
as fast as received. It ls noted that you state that "there is compara­
tively little second-class mail that goes to France," and in connection 
thet·ewith I desire to point out that fm· the three montha ending No­
vembel' 30 there was distributed in the Chelsea Terminal railway post 

office a total of 226,408 sacks, or 11!_,231!,93-5 pieces of printed matter and 
parcel post, a weekly average of 11,41t> sacks, or 1,017.995 pieces. 

Under the above-mentioned transfer of jurisdiction the mails from 
the soldiers In France are collected by the military authorities and 
handed over to this service at a distributing terminal in Bordeaux, 
from which time the postal service assumes responsibility for the 
handling of the same. In connection with the responsibility of the 
Post Office Department in the handling of these malls, I beg to quote 
from a letter of the United States postal agent on the subject, as 
follows: 

"The boys in the Bordeaux Terminal take a great deal of pride in 
the manner in which they are preparing the mall for the States and 
the promptness with which they get it out of the terminal on the 
day of shipment. With the last truck load which left the terminal 
(dispatch of September 14) for the docks, not a letter, paper, or 
parcel was left in the termlnal." • 

Since the dispatch of September 14, just mentioned, there have 
been 1S dispatches of mail from the troops in France, and from the 
re-ports received there were only two eccasions on which the B<lrdeaox 
Terminal was not entirely cleared of a.ll mail on hand, such a circum­
stance being due to conditions over which the post office has no con­
trol, such as insufficient space on board the steamer scheduled to 
receive the mails. 

Tbe malli from Franee are thoroughly distributed between sailings, 
in the Bordeaux Terminal railway post office, to States, railway 
po t-office lines in this country, and even to cities, thereby expediting 
their handling and delivery npon receipt in the United States. 

This i:s the situation since June 30, when the Army assnmed 
responsibinty for the mails going to France, at the port of New York, 
and delivered the mails from the soldiers ill France to the post-<>ffiee 
authorities at the port of Bordeaux. Every report that reaches me 
from my own officials, as well as frnm the Army, indicates that there 
is :10 delay in the handling of the .mails under the jurisdiction of the 
Po t Office Department. If you bave any infonnation indicating the 
brellkdown of the Post Office Department's work in connection with the 
mails to or from the soldiers in France. I shall be pleased to be 
advised of the particulars in order that prompt remedy may be 
applied. 

I mu t muke this statement in justice to the Pol't Office Departm('nt, 
and feel certain that after reading this letter, also the nccompanying 
document, yon will see that this department is in no wi e ret;ponsible 
for the dt>lays to mail to and from the soldiers, complained of by you, 
and I feel certain that in fairness to this branch of the Government 
:ron \Vill take action to correct your ·tatements charging a breakdown 
on the part of the Post Office Department. 

Sincerely, yours, 

Mr. BORAH. Mr. Presid~nt--

A. S. BGllLEso:-;, 
Postmaster Genct·al •. 

1\Ir. HITCHCOCK. I yield to the Senator from Idal1o. 
Mr. BORAH. By what authority cloes the Post Office Depart­

ment ayoid the responsibility~ which rests upon it, of transmit­
ting the mail and taking cru·e of it? 

Mr. HITCHCOCK. The Senator from Idaho has askeu a 
que tion which I run not able exactly to answer, except thnt we 
are in war times, and I suppose that the jurisdiction of the 
~st Office Department in France would only be lSUch a juri dic­
tion as the military authorities yielded to it. 

Mr. NELSON. Mr. Pre: ident, will the Senator from ~ebraska 
yield to me. a moment? 

Mr. HITCHCOCK. I yield. 
1\Ir. NELSON. I think the answer to tl1e question of the 

Senator from Idaho (1\Ir. BoRAH) is that up to a certain time 
the Post Office. Department had charge of the eli tribution of 
mail over in France, and that after that time-I do not re<:-all 
the exact date-the War Department took charge of its distri-. 
bntion. I know that of my own knowledge, for one of my former 
clerks is engaged in the work OYer there. The 'Var Depn.rt­
ment has had charge of the di-stribution of mail since Iast June, 
1 think, and perhaps earlier. 

Mr. HITCHCOCK. The War Department has had charge of 
its distribution since the 30th of June. I hau just stated that 
to the Sena.tor from Idaho ; but he now desires to know by what 
authority the Post Office Department abdicated its duty and 
turned it over to the War Department; and I say I do not know. 
I suppose the War Department had no right to <listribute mail 
in France, and tha.t the military authorities only got such 
authority by reason of the laws and customs of war . 

l\Ir. BORAH. Well, Mr. President, it occurred to me that if 
I should write a letter to a friend in France I should not be 
exactly satisfied with my Government if the department which 
had charge of the matter should deliver the letter down here 
to the Treasury Department. for instance, or should deliver 
it at the suggestion of the Treasury Department somewhere. I 
was simply curious to know why and how it is done. 

Mr. NELSON. 1\Ir. President, if the Senator from N~braska 
m11 allow me, I beg leave to say that during the Civil War our 
experience was this:- The Post Office Department would send 
the mail to the different camps or to different organizations. 
After it reached there the mail would be distributed by the 
officers of the different corps or regiments~ After the mail has 
reached France manifestly, it seems to me, that the men con­
nected with th~ Army were the proper ones to distribute it. 
Our Army was in motion; it was not like distributing mail here 
in the city of Washington, where every man's house is numbered. 
The Army was moving rapidly from place to place, from cnmp 
to camp. They were here one day and at another place another 
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day. Henee, from the necessities of the case it was proper for 
the War Department to distribute the mail after it got to 
France. That is exactly the method 'Yhich was pursued during 
the Civil War. 

Mr. · BORAH. Mr. President, the Senator from Minnesota 
is discussing one state of f acts, but unfortunately there is 
another state of facts which exists. . 

Mr. NELSON. No; the mail was shipped over under the 
authority of the Post Office Department. It was only after 
the mail reached France that the Army took charge of its 
distribution. 

Mr .. HITCHCOCK. l\1r. President, at the beginning there 
was an arrangement made under the toleration of the War 
Department, by which the Post Office Department undertook 
to distribute the mail to the various division headquarters, 
as I understand, in France, or possibly even to the headquarters 
of smaller units. That continued from the time we entered 
the war until the 30th of June. Thereupon, complaints having 
grown very great that the mail was irregular .and very much 
delayed in delivery, the War Department insisted on taking 
over its distribution after it reached Bordeaux. It was finally 
given control of the mail at New York, and actually carried 
it over in Army transports and distributed it throughout 
France. Mail coming from France, from the soldiers there, 
was delivered to the Post Offi<:e Department at a terminal in. 
Bordeaux, and is so delivered at the present time. So from 
the 30th of June on the Post Office Department is not .actually 
responsible for the failure to deliver mail, but prior to that 
time it was responsible. There were, however, disagreements 
between the departments as to which department was chiefly 
responsible even before that time. There can be no question 
now that the failure is due to the failure of the War Depart­
ment. 

Mr. SMITH of Michigan. Mr. President, I de ire to ask the 
Senator from Nebraska who is responsible for the delivery of 
telegrams? I sent a telegram a few days ago from Harris­
burg to my house in this city. I wrote it in the Harrisburg 
office at 2 o'clock in the afternoon-a straight message-and it 
was delivered to my house in this city on Sixteenth Street next 
morning after breakfast. That is a fair sample of the manage­
ment of the telegraph service by the Post Office Department. 

So far as I am concerned, there is not a branch of this Gov­
ernment that I would not willingly trust the mails to in prefer­
ence to that branch which has had charge of it for the last four 
or five years. • 

1\Ir. HITCHCOCK. 1\fr. President, I think so far as this . 
country is concerned, the Post Office Department during the 
war has done as well as has any other department. Depending 
largely on human effort, the Post Office Department, like other 
departments, has had to suffer from the fact that many of its 
old or active employees, able men, have been taken for war 
service. 

l\1r. SMITH of Michigan. 1\Ir. President, let me ask the Sen­
ator a question. He is a sensible, level-headed business man. 
How . can he account for the delay of which I spoke? The tele· 

· gram· was sent at Harrisburg at 2 o'clock in the afternoon and 
delivered at my house here the next morning after breakfast. 
Is there any theory upon which that kind of service can be 
reconciled with efficiency? And that is only a fair sample. I 
have known it to occur over and over again, not only in my own 
case, but in the case of others. 

I tell you the Post Office Department has voluntarily over­
burdened itself with responsibil~ties, political and otherwise, 
and is utterly lacking in efficiency which · should go with 
the management of that great department of public service. 
From the top down it is incompetent; and yet we are talking 
about giving that officer new and added responsibility. I wish 
there were some way to have a vote in connection with this 
bill on the proposal of the Postmaster General to buy the tele­
graph and the telephone s-ystems and attach them to his bureau. 
I think Congress would turn that unwise experiment down with­
out a moment's hesitation. The present administration of the 
Post Office Department has not been successful and is already 
overburdened. The country has little confidence in Mr. Burle­
son's plans or purposes. His retirement from office is fondly 
anticipated, and will be hailed with real satisfaction . by his 
countrymen. 

Mr. SIMMONS. Mr. President--
The PRESIDING OFFICER (Mr. Mc:KE:r..LAR in the chair). 

Does the Senator from Nebraska yield to the Senator from 
North Carolina? 

Mr. HITCHCOCK. I yield. 
Mr. SIMMONS. I understood the Senator desired to put 

something in the REconn; but I hope the Senator will let us go 
on with this bill just as soon as he can possibly do so. Of 
cour e I do not wish to ask the Senator to desist from any 

argument he propo es to make, but the Senator see that the 
result of the injection of this matter is to get away from 
the bill. 

1\Ir. HITCHCOCK. It is a very interesting subject. 
1\!r. SIMMONS. I understand it i an interesting subject, 

and I do not object to the Senator putting what be desires 
to put into the RECORD, but I hope we may conclude this dis­
cussion and get back to the bill as soon as possible; that 1s all 
I wish. · 

Mr. HITCHCOCK. Mr. President, I wish to say that I 
agree fully with the contention made by the Senator from 
Michigan [1\fr. SMITH] that it is a serious mistake which the 
Postmaster General has made in reaching out at this time to 
control business activities that Congress did not intend to put 
into his hands. I think the seizure of the cables was an utterly 
unjustified proceeding. I go so far as to say that it smacks of 
bad faith. Congress consented to give certain war powers to 
the President. Among those war powers were, if there was a 
war necessity, that he could take the telegraphs and the tele­
phones, and when he took, in the name of the Postmaster Gen­
eral, the telegraphs and telephones · there was no general com-

. plaint, because we were in the midst of war, and there may 
haYe been a justification for the seizure; but when after the 
war had closed in fact, if not in law, the Postmaster General 
took possession of the cables, not only those crossing the At­
lantic Ocean to countries with which we were associated in the 
war, but also across the Pacific Ocean, which had no possible 
relation to the case, I think it was a high-handed outrage, and 
am frank to say so. 

Mr. SMITH of Michigan. The Senator is always frank. 
Mr. HITCHCOCK. I think furthermore that it smacked of 

bad faith. Congress deliberately put the power into the hands 
of the administration for war purpose ; but after the war is 
over it has been used to gratify the personal convictions, per­
sonal opinions, and personal wishes of the Postmaster General. 

If he had desired to secure from Congr·es · the right to take 
over the cables, be should have asked for it. I think thet·e is no 
justification at all in any reason that has been stated or which 
can be stated for that seizure. 

But I come back to the proposition that, so far a the ad­
ministration of the post office in this country is concerned 
during the war, the Post Office Department has acquitted itself 
reasonably well . . The delay in the deliwry of the mail of the 
soldiers in France has, in my opinion, been a very serious 
breakdown. I have received a great many letters since I 
called attention to the failure the other day. My attention was 
called to one case which is only illustrative of many. A family 
here with a son in France received on the 20th day of Decem­
ber a letter which he had written on the 29th day of October. 
It was almost two months in getting to them. The times were 
critical, the war was raging at the time the letter wa written; 
but from the 29th day of October to the 20th day of December 
the family did not even know whether the boy was alive or 
dead. That instance is only characteristic of hundreds of 
thousands of others. There is no excuse for such a business 
breakdown, because the letter mailed by that boy in France 
could have reached Bordeaux in two days, and when it reached 
Bordeaux it could have been transferred to this country in one 
of the regular dispatches, 18 of which have occurred sine~ the 
24th of September. The transportation of mail across the 
Atlantic has been regular and the boats have been leaving 
Bordeaux regularly for this country, but the gathering up of 
the mail in France among the Army there has been utterly 
neglected. 
· There may be some excuse for saying that it is difficult to de­

liver letters to the soldiers in the Army because they have been 
moved from place to place, but there can not be any excuse when 
an officer or a private soldier mails a letter in France for this 
country for that letter taking two months to reach the United 
States. The delay has been just about as bad and as aggravating 
in mail coming to this country as it has in that going to France. 

Mr. TOWNSEND. 1\fr. President, before the Senator takes 
his seat, I should like to 1·ead a letter which has reference to 
what the Senator has said an<l is saying now, and describes a 
situation which I think we ought to condemn. If the Senator 
will permit me, I should like to read the letter. 

Mr. HITCHCOCK. I yield to the Senator. 
Mr. TOWNSEND. The letter is directed to me, and is as 

follows: 
DETROIT, MICH. , D ece1nber 20, 1918. 

Senator CHARLES E. TOWNSEND, 
Senate Chambet·, Waslzingtott, D. C. 

DEAlt SENATOR TOWNSEND : In a recent issue of the Christian Science 
Monitor, on the editorial page, appears an excerpt from a letter of 
Secretary of War Baker to Mr. Fosdick. In this letter the Secretary 
dwells upon the need of keeping up the varied activities for entertaining 
and amusing om· boys abroad in order to preserve their morale. Es· 
pecially does he urge frequent and cheerful letters from home. 
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This :;:;ounds wel-l, anrl w.e all agree .with .the idea, but . as an illustra­

tion of the ma nncr in which the Govcrument does its part in the work I 
am laking the liberty of wr-ittng 'you of my own e:~:perience. ' 

On September 23 my boy, with the Ninety-first Division in France, on 
the eve before going ~nto a ction wrote us that be had that day r eceived 
letters from his mother and sisters. These letters were dated in July 
and on .Augus t 1. 

In the battle that followe<l the uoy was wounded, and on October 1 
he r eached an evacuation hospital, the location of · which he was not 
permitted to gi7e us. While there, in addition to his wound, he had a 
slight attack of f:carlet fever and was isolated for a time. We have hail 
letters from him at intervals of about four weeks, but up to November 20, 
the <late of his last letter, he had not receive<l a single letter from home 
or this country 8lnce SeptPmber 23; that is, the latest news he had 
harl from us was August 1. 

Naturally we have written frequently, especially since we learned 
that he was in the hospital-an average probably of three letters a week. 
Further we have sent him drafts on l'ans at times, which up to Novem­
ber !W had not reached him, and, worst of all, he had received no pay 
from the Government for more than four months. We ourselves have 
never bad official word that he had been wounded. 

I am aware that this is not an unusual case. There are hundreds of 
similar ones, aud whi1e the war was actut!lly on we all loyally kept 
silence and suffered in secret. But now it seems to me that this de­
plorable situation should be remedied. I am pleased to see in this 
morning's Was1Iington news that Sen~tor HITCHCOCK is denouncing 
this incompetence in the Post Office Department. '.rhe facts surrounding 
my son's case are therefore given you as a matter of duty to his mother 
and myself and to other mothers and fathers who have endured like 
anxieties. 

The mail is the closest t.:Onnection between the men across seas and 
theit' loved ones nt home. .IJ"'eeling confident that your best e.trorts win 
be d!rccted toward making this connection much closer than it now is, 
I am, with kin<l regards, 

Yours, very truly, F . A. PLATT. 

I repeat that this is imilar to hundreds of letters which are 
coming in dai1y to the l\fembers of Congress. It does seem to 
me now that the people whose sons and loved ones are in beds 
in hospitals nt least should be able to communicate with them 
through the mail, and that their mail should come back home. 

I nm very glad for myself that the Senator from Nebraska 
has taken up this matter, becau e it is a serious one. It was 
seriou during the war; it is still serious; and something ought 
to lJe uone to correct the situation. 

l\1r. PHELAN. l\Ir. President, I sympathize with the Senator 
from 'Vashington, who described the conditions in the District 
of Columbia whereby negroes had resisted the execution of the 
law, as he contended, and brought spirits into the District. Of 
course, that is due to the fact tl;lat the negroes have been advised 
by their counsel, and indeed by the courts, that there is no law 
against importing liquor into the District, and therefore they 
were fighting, doubtless, for their immemorial right to live under 
"the reign of law." The police department is trying to enforce 
~omething which does not stand upon the statute books, and 
probably that is the cause of much of the trouble. If it were 
the law, I am quite sure these negroes would abide by it, or they 
could be very easily made to abide by it without the show of 
force. 

It is distilled spirits which causes intoxication and leads to 
lawlessness and crime; and I am sure that there has been 
imported into this District a quantity of poor liquor that is highly 
detrimental to those who use it. I have always taken the posi­
tion that there was no objection on the part of the wine-growing 
States to the prohibition of spirituous liquor. In view of the 
fact that wine itself if innocuous, and does not lead to intoxica­
tion, and is a table beverage, ·I move as an amendment to the 
amendment the insertion of these words: 

Provided, 'l'hat the prohibition contained in said act shall not apply 
to wine, beer, and ale. 

1\fr. JONES of ·washington. 1\fr. President, I am_ glad to 
have the assurance of the Senator from California that if we 
do provide by law for preventing these matters, these good 
people will abide by the law. That is what we are trying to 
do. That is what we hope to do by the amendment of the 
Senator from Texas. 

The PRESIDING OFFICER. The question is upon the 
amendment of the Senator from California [Mr. PHELAN] to 
the amendment offered by the Senator from Texas. 

The amendment to the amendment was rejected. 
l\Ir. PHELAN. Mr. President, I do not d'esire to delay the pro­

ceetling , but I have another amendment to suggest. 
It !nay not be known to the Senate that by the provisions 

of the law as it now stands, as interpreted by the Senator 
from Texas, there is no power in the citizen of the District 
of Columbia to export wine which he may have on hand to 
another community, though it be " wet." I can not understand 
why such an interpretation should be given to the law, be­
cause it should be in the interest of prohibition to permit free 
exportation. Therefore I move--this certainly is a harmless 
amendment-to amend the amendment of the Senator from 
Texas by inserting the following : 

P1·ovided, That noihing in said act shall prohibit the exportation of 
liquors from the District of Columbia. 

. · The object is to give ·those who haYe a supply of wines and 
liquor on hand the 011portun_ity at least of sending it an·ay. 

1\Ir. JONES of Washington. 1\Ir. President the Senator from 
California takes a Yery peculiar position. At the opening of this 
matter he was very much afraid. we would not have an ample 
supply in the District, and now he wants to get rid of all that 
may be in existence here. 

The PRESIDING OFFICER. The question is on the amenu­
ment of the Senator from California to the amendmeut of the 
Senator from Texas. 

On a division, the amendment to the amendment was rejected~ 
The PRESIDING OFFICER. The question now is on the 

amendment of the Senator from Texas [Mr. SHJ<.."PPARD]. 
1\Ir. HITCHCOCK. l\1r. President, I suggest tile absence of a 

quorum. . 
The PRESIDING OFFICER. The absence of a quorum is 

suggested. The Secretary will call the roll. 
Th"J Secretary called the roll, and the followin~ Senators 

answered to their names : 
£~shurst Jones, Wash. 
Bankhead Kellogg 
Borah Kendrick 
Brande.gee Kenyon 
Femald Kirby 
Fletcher Knox 
Gerrv La li' ollette 
Gronna Lenroot 
Hale Le.wis 
Harding Lodge 
Henderson McKellar 
Hitchcock l\IcNary 
Johnson. Cal. Martin, Ky. 
Jonson, S.Dak. Martin, Ya. 

During the roll call, 

l\loses 
l\fyers 
Nelson 
New 
Norris 
Nugent 
o,·erman 
Penrose 

·l'bclun 
l'ollock 
I'omerene 
Sbafroth 
Sheppat·d 
Simmons 

Smoot 
Sutherland 
Swanson 
Thomas 
~rownsend 
Tt·amme.ll 
Vardaman 
Yra rren 
Watson 
Weeks 
Willia ms 
Wolcott 

The PRESIDING OFFICER (l\Ir. l\IcKELLAR in the chair). 
I announce the absence of the senior Senator from Tennessee 
[1\Ir. SHIELDS] on account of illness. I will let this annonnt:e­
ment stand for the day. 

After the conclusion of the roll call, 
The PRESIDING OFFICER. Fifty-four . Senators have 

answered to their names. A quorum is present. The question 
is on the amendment of the Senator from Texas [1\Ir. SHEP­
PARD]. [Putting the question.l By the sounu the ayes seem to 
have it. 

l\Ir. THOMAS. I call for a division. 
l\Ir. JONES of 'Vashington and 1\Ir. KIRBY called for the 

yeas and nays, and they were ordered. 
The PRESIDING OFFICER. The Secretary will call tile 

roll. 
The Secretary proceeded to call the roll. 
1\Ir. BRA.NDEGEE (when his name was called). 1\laking the 

same transfer as before, I vote "nay." 
Mr. JONES of Washington (when his name was called). I 

have a pair 'vith the Senator from Louisiana [Mr. lbNSDJ<:LL]. 
I am satisfied from his votes in the past that he would Yote on 
this question as I shall vote. Therefore I am going to take the 
liberty of voting. I vote "yea." 

Mr. MYERS (when his name was called). I haye a puir 
with the Senator from Connecticut [1\fr. McLEAN], who is not 
present. I transfer that pair to the Senator from Louisjana 
[1\Ir. RANSDELL] and vote "yea." 

Mr. NEW (when his name was called). · I have a pair with 
the junior Senator from Louisiana [Mr. GAY]. I transfer that 
puir to the senior Senator from New JeL·sey [1\Ir. F!!ELI TGHUY­
SEN] and vote "nay." 

Mr. SMITH of Michigan (when his name was called). I am 
paired with the senior Senator from Missouri [Mr. REED]. 
Being unable to secure a transfer, I withhold my vote. If at 
liberty to vote, I should Yote " yea." 
· 1\Ir. STERLING (when his name was called). Again an­

nouncing my pair with the senior Senator from South Carolina 
[Mr. SMITH], I withhold my vote. If at liberty to Yote, I 
should vote " yea." 

Mr. THOMAS (when his name was called). I ha:re a gen­
eral pair with the senior Senator from North Dakota [Mr. 
McCuMBER]. I transfer that pair to the senior Senator from 
Texas [Mr. CuLBERSON] and vote "nay." 
. Mr. TOWNSEND (when his name was called). I haYe a 
pair with the senior Senator from Arkansas [1\Ir. RoBINSON], 
but I believe if he were present he would vote as I shall vote, 
and I therefore take the liberty of voting. I vote "yea." 

The roll call was concluded. 
Mr. GERRY (after having voted in the negative). I have a 

general pair with the junior Senator from New York [1\-Ir. 
CALDEB]. I understand that on this question he wouhl Yote as 
I would vote, and therefore I shall allow my vote to stanu. 

Mr. KENDRICK. I have a general pair with the Senator 
from New 1\Iex:ico [Mr. FALL]. I transfer that pair to the 
Senator from Montana [Mr. WALSH] and vote " yea." 
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Mr. DILLINGHA...\1. I inquire if the senior Senator from 
1\Iarylan<l [Mr. SMITH] bas voted? 

The PRESIDING OFFICER. He has not. 
1\lr. DILLINGHAM. I withhold my vote, having a general 

pair with that Senator. 
. Mr. SAULSBURY. I have a general pair '"itb the senior 

Senator from Rhode Island [Mr. CoLT]. Not knowing how he 
would vote on this question, I withhold my vote. 

1\lr. LODGFJ. I ha-ve been request~d to announce the follow­
ing pairs: 

The Senator from West Virginia [Mr. GoFF] with the Senator 
from Oklahoma '[Mr. OWEN]; 

The Senator from Illinois [Mr. SHERMAN] with the Senator 
from Kansas [Mr. THOMPSON]; 

The Senator from New York [Mr. WADSWORTH] with the Sen­
ator from New Hampshire [Mr. HoLLis] ; and 

The Senator from Kansas [Mr. CuRTIS] with the Senator 
from Georgia [Mr. IIA.ru>wrcK]. 

The result was announced-yeas 42, nays 18, as follows : 

Ashurst 
Beckham 
Borah 
Chamberlain 
Fernald 
Fletcher 
France 
Gronna 

YEAS-42. 
Jone , N. Mex. 
Jones, Wash. 
Kendrick 
Kenyon 
Kirby 

Myers 
Nelson 
Norris 

and that the Treasury will consn·ue it accordingly. With re­
spect .to those pla~ts this provision provides that they may, 
amortize the cost If they were erected since the date of our 
entrance into the war. The bill, howeve1·, ought in the interest 
of accuracy to narrow the description of plants co-vered by 
thepro~~. · 

The fact, Mr. President, that a plant which is constructed for 
war purposes ought to be allowed to amortize it seems to me is 
a well-settled. principl.e, and it certainly is accepted by the 
b~iness man who undertake~ to transact his business with any, 
VIeW at all to safety. Busmess practice recognlzes it as a: 
sound principle. The Congress itself has recognized it. It 
recognized the principle in the passage of the munitions tax 
law of 1916. That law provided substantially that the plant 
might amortize the cost of construction. The principle is recog­
niz·eu by the Secretary of the Treasury in his letter to the 
Finance Committee in connection with this bill. The principle 
is recognized by this bill itself in the section which I under-
take to amend. The thing to be said, however, is this, that the 
committee recognized the principle only in part. It confines its 
application to plants constru.cted since this date. 

I shall not pause to discuss the merits of the principle. If 
the principle is good in part it is good in whole. My complaint 
is, as I said, that an insidious distinction is drawn between 
plants constructed since we entered the war and those con­
structed before. If those constructed since are to be allowed 

Hale 
H enderson 
Johnson, S.Dak. 

Len root 
McKellar 
McNary 
Martin, Ky. 
Martin, Va. 
Moses 

Nugent 
0\' erman 
Poindexter 
Pollocl{ 
Pomerene 
Shafroth 
Sheppard 
Simmons 

NAY8-18. 

Smith, Ga. 
Smoot 
Sutherland 
Swanson 
Townsend 
Trammell 
Vardaman 
Warren 
'\Yolcot t r to amortize those constructed before should, and if those con­

I structecl before are not to be allowed to amortize then none 
should. 

Brande gee 
Gerry 
Harding 
Hitchcock 
Johnson, Cal. 

K ellogg 
Knox 
La Follette 
Lewis 
Lodge 

New 
Penrose 
Phelan 
Thomas 
Underwood 

NOT VOTING-36. 

Watson 
Weeks 
Williams 

Baird Frelinghuysen Owen Smit h, Ariz. 
Banlthead ·Gay Page Smith, Md. 
Calder Gotr Pittman Smith, Mich. 
Colt Gore Ransdell Smith, S. C. 
Culberson Hat·dwick Ht.>ed Spencer 
Cwnmins HolHs Robinson Sterling 
Curtis King Saulsbury Thomp on 
Dillingham McCumber Sherman Wad sworth 
Fall McLean Shields Walsh 

So Mr. SHEPPARD's amendment was agreed to. 
l\ir. WOLCOTT. l\Ir. President, I offer the amendment which 

I send to the desk. · 
The PRESIDING OFFICER. The amendment "ill be stated. 
The SECRETARY. On page 26, line 12, it is proposed to strike 

out "on or after April 6, 1917." 
Mr. WOLCOTT. Mr. President, I ha\e offered this amend­

ment, and I have given notice that I propose to offer another 
amendment which strikes out the same language, on page 56, 
in line 7. What I shall have to say is applicable to both of these 
amendments. I shall address my remarks, howe-ver, to the 
pending amendment. 

The amendment in question has to do with the pro-vision of 
the bill which undertakes to provide for a case in which there 
may be an amortizatjon of plant in those industries which were 
constructed for, or which ha-ve to do with, the production of 
ai' ticles conh'ibuting to the prosecution of the present war. The 
language in the section is as follows : 

(8) In the case of buildings, machinery, equipment, or other fa cil­
Ities, constructed, erected, installed, or a cquired, on or aiter April 6, 

11917, for the production of articles contributing to the prosecution of 
the present war, and in the case of vessels constructed or acquired on 

: or after such date for the transportation of articles or men contributing 
. to the prosecution of the present war, ther e shall be allowed a reason­
able deduction for the amortization of such part of the cost of such 

1 f acilities or vessels as has been borne by t he taxpayer. 
Mr. President, it is my complaint against the language of the 

bill as drawn by the committee that a distinction is drawn 
between plants which may be amortized-that is, between 

i plants on the one hand constructed after that date of April 6, 
! l917, and those on the other constructed before. Those which 
1 .were erected after that date can amortiz·e the cost under rules 
; prescribed by the Treasury. Those constructed before that date 
may not amortize. 

What is meant by amortization is pretty well understood. 
J'ust what sort of plants are intended to be covered by this 
section I am not prepared to say. The language is very gen­

. eral. You will note that the plants are plants for the protec­
tion of articles contributing to the prosecution of the war. 

The thought occurs to me that that will include about every 
sort of plant that bas been doing business in this country since 

; ,the war started.. To that I make no complaint, for I rather 
; think that the committee must have intended by that language 
' to embrace a strictly called war plant, plants manufacturing 
: articles directly contributing to th~ prosecution of the war, 

M1·. Pre i<lent, I wish to submit a few views as to why the 
<li tinction made by the bill should not be made. Why is there 
urawn this distinction? A plant constructed since we entered 
the war, why should it be allowed to repay its extraordinary, 
plant expenditures and a plant constructed before should not? 

It seems to me, Mr. President, that if any distinction at all is 
to be drawn it ought to be drawn in favor of tho e constructed 
before this date, for the very plain reason that if it be said that 
those that were constructed before this date were engaged in a 
\var business, this same further is to be said, namely, that they; 
proposed to make their money out of foreign governments, 
whereas these plants constructed since that date attempted to 
make their money out of the United States Government after it 
became inyol-ved in the war. So if there is any disinction be­
tween them, if either is to be favored, I submit that the people 
who got bu y before we entered into the war and who were 
making their profit, whatever it was, out of foreigners ou.,.ht 
to be favored as against those who got into their business after 
we entered the 'var in order to make their money out of our 
GoYernment. 

It is said, I know, l\Ir. President, that concerns which ex­
panded before we entered the war got high profits for their 
products. I refer to the ammunition plants. That is n·ue with 
respect to some. It is a mistake, however, w as ume that all 
concerns that entered into the war business before this date made 
money. 

There are certain conspicuous exceptions to that of American: 
concerns that made contracts with foreign governments in the 
expectation of making great profit, but their expectations were 
grie-vously disappointed. · 

In some of these instances they failed to make the expected 
profits, for the reason that the de igns of the articles which 
they were trying to make or intended to make were changed! 
from time to time by what I might call experimentation, and 
they suffered great losses and in the end made no moneyoe 
But when we got into the war, those plants that had thus su:r .. 
fered a los were in position to supply to our Government effect­
ive and efficient articles which had been perfected and on whicli 
they had lost their money in perfecting. Therefore, those 
plants and those concerns are entitled to equitable cons:dera ... 
tion at the hands of Congress. 

But let me take the case of a concern tbat did make money, 
out of the European.war. I ~1 your attention to the fact that 
it cost them a great deal of money to do it. I am mindful of 
this fact that if a concern which indulged in vast expenditure 
by way of expansion in order to meet the demands of European 
nations prior to our entering tbis war, it was laying out 
honest money upon ventures that would not and could not yield! 
profits when the war ceased. Such concerns spent vast sums 
of money for purely temporary purposes. Before those con .. 
cerns can be said to have made any money they must, before 
the war business ended, repay what they had thus spent on 
temporru·y plants. Therefore, out of these big profits which 
they charged they ought, as a matter of justice, be allowed to 
repay the capital expenditures they made in building th,e plants. 
Otherwise their capital at the end of the war would be depleted~ 
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In order to make my point clear in this connection, I am going 

to take a concrete illustration. I can express it in concrete terms 
!Jetter than in abstract ones. Let me suppose the case of a con­
cern which laid out $10,000,000 for war-plant construction, I 
will suy, in 1916. That outlay had to be made from the capital 
011 hau<l or from funds borrowed. I shall suppose further that 
the contract with the allies was such as gave them ample gross 
profits to pay back this $10,000,000, or that part of it as could 
properly be considered as its postwar depreciation. · -

Let me suppose that after the war this $10,000,000 plant would 
!Jc worthless. 'l'hi-:; supposition simplifies my point. Of course 
the plant would not be entirely worthless; it will always be good 
for ·crap or junk. But to illustrate my point, I am supposing 
the plant would be worthless. Of course it is not .worthless, but 
worth something. Suppose, however, that the plant would be 
worthless. What I say on that supposition is applicable to a 
less degree, of course, in case the plant is not entirely useless, but 
of some value, at least as scrap. 

l\lr. Sl\IOOT. Mr. President-­
l\1r. WOLCOTT. I yield. 
l\11·. SMOOT. I wish to cult tlle Senator's attention to the 

fa ct t llat the bill provides for just such a case as that. 
l\lr. WOLCOTT. Where, I ask? 
l\Ir. Sl\IOOT. I wHI call the attention of the Senator and of 

the Senate to it at tlle same time. On page 101, in paragraph 
4, tbis proYision is found : · 

4. !'roper recognition or allowance can not be made for amortization, 
ol> ·o!escence, or exceptional depletion due to the present war, or to the 
11ecP. ·ity in . connection with the present war of providing plant which 
will not be wan ted for the purpose of the trade or business after the 
t ermina tion of the war. 

'l'hut provision will take care of the case which is cited by 
the Senator. 

Mr. WOLCO'l"'T. Of course the Senator recognizes the fact 
that a plant is never absolutely worthless. I am supposing 
the case of a worthless plant to emphasize my point of view. 

1\fr. SMOOT. I recognize that; but the same provision will 
take care of cases that occurred before the declaration of war 
by America on April 6, 1917. The amendment the Senator 
offers only applies under the deductions allowed in the first 
place. 

1\lr. WOLCOTI'. The deductions from gross profits. 
Mr. Sl\lOOT. The deductions allowed from gross profits. Of 

course, the same thing applies to partnerships and individuals 
and. corporations, as the Senator has already stated, but the 

. r elief provisions take care of such cases. I want to say to Sen­
ators now, in studying this bill they must go through it and find 
whether there are any relief provisions relating to the particu­
lar item or not. The bill is full of them, as I have already said. 

l\1r. 'VOLCOTT. The language of paragraph 4, to which the 
Senator refers, is as follows: 

4. Proper recognition or allowance can not be made for amortization, 
obsol escence, or exceptional depletion due to the present war, or to the 
n ecessity i!l connection with the present war of providing plant which 
will not be wanted for the purpose of the trade or business after the 
t ermination of the war. 

Mr. SMITH of Georgia. It goes back, however, to the previ­
ous paragraph, which authorizes a certain amount annually. 
The Senator has in mind cases where amortization can not be 
handled. We must go back to the first of the four paragraphs. 

l\lr. WOLCOTT. I should like to ask the two Senators who 
are on the Finance Committee if this provision will allow a 
plant constructed prior to April 6, 1917, to amortize why is it 
nece sary on page 26 and page 56 to forbid the right to amortize. 
'Vhat is the objection to striking that out? 

l\Ir. SMOOT. I will tell the Senator right now, if he desires 
me to do so. During the years 1914, 1915, and 1916, the con­
tracts that were made between the manufacturers in foreign 
countries provided a price at which goods were furnished to for­
eign countries that would cover the cost of the plant, providing 
it furnished the goods at the price named, at least in some cases, 
but not in other cases. In other words, if the manufacturer 
made the contract and had built his plant entirely for the pur­
pose of manufacturing the goods at the end of two years, in 
many cases the price paid by foreign countries for the goods he 
manufactured would entirely wipe out the cost of his plant, and 
whatever profit he made over and above that was his. That 
happened during those years before America entered the war. 
In our examination we did find that there were some manufac­
tt<rers in the United States, and I could mention them, and I 
muy say they could be counted upon the fingers of one hand 
almost, who did not charge the foreign countries prices that 
would give them sufficient profit to cover the extra cost of put­
ting up the new plant for the manufacture of goods for the 
foreign country. This provision that I have cited is the one the 
ccmmittec adopted to meet those few cases. 

Mr. WOLCOTT. That is the few who had not made enough 
to repay the plant constructed. 

Mr. SMOOT. Yes; and that is left entirely with the depart­
ment. The evidence from those concerned must be presented to 
the Commissioner of Internal Revenue, and it must convince 
the department that the contracts and prices at which the goods 
were sold would not produce sufficient profit to cover the ex­
penditures of the amortization of the buildings. I am qu,ite 
sure the bill as it is drawn and presented 'vill cover all just 
cases. 

l\Ir. WOLCOTT. The Senator from Utah from his explana­
tion makes clear to me that I was right in my original under­
standing. The Senator states t11at a plant that lost money and 
never could reimburse itself from its conh·act with a foreign 
Government is taken care of by paragraph 4, page 101, whereas 
the concern that constructed the plant prior to this date, but 
did not lose money, on the other hand made money and made 
enough to repay the plant construction, can not be allowed now 
to amortize in full down to the point of very much of its ·con­
struction, and that was my understanding of the provision. 

Mr. LENROOT. Will the Senator yield? 
Mr. WOLCOTT. I yield. 
1\fr. LENROOT. I wish to ask the Senator if his amendment 

is adopted will not amortization of every steel plant in the 
United States be Yalid, every powder plant, and practically 
every plant engaged in a manufacturing industry in the United 
States? 

1\!r. 'VOLCOTT. I do not know whether it will or not. I 
do think that the amortization of a portion of those plants will 
take place, and it ought to take place as a matter of justice. 
But that is entirely aside from this issue. l\Iy contention is 
that if one should be amortized all should. If any are not to be, 
none should. 

Mr. President, coming to the case of a plant that was con­
structed, as I assume, in 1916, and made such prices as enabled 
it to repay itself, which case is covered by the bill, I want to 
give it some further thought. 

It is true that many plants made such a contract with foreign 
governments as would yield them a profit that would enable 
them to pay back the cost of the plant. I think it is further 
true that in administering the law heretofore, the Treasury De­
partment has allowed those plants to amortize a certain per­
centage of that cost, upon the theory that the 'var would last 
perhaps a certain length of time, and the loss would be distribu­
ted throughout a period of years. They have provided in 
their contracts for amortizing the debt. They got the money 
from foreign governments for that purpose: The GoYernment 
has heretofore allowed them by way of amortization to repay a 
portion of their capital laid out in tempot·ary plant , and I think 
they ought to be allowed to continue that repayment out of their 
profits. 

This bill, however, interrupts the process of repayment. It 
says from now on they shall not be allowed to repay themselYes 
that capital e:A."[>enditure to the amount that remains yet to be 
amortized. That, I say, is not fair ; it is not just. 

I was supposing that the plant would be worthless after the 
war. 

Now, on that supposition, the $10,000,000 expenditure would 
be a total loss of capital, unless during the war business the 
concern made gross profits of an amount sufficient to cover 
the same. My suppositions concern did make enough money to 
repay that expenditure and made it out of foreign countries. 
In that sense the foreigners built the plant. But in a real 

·sense it is accurate to say that the foreigner merely repaid the 
$10,000,000 which American capital had laid out, and thus saved 
the American concern from suffering, to t11at extent, a loss due 
to the postwar uselessness of the plant it had spent its 
money on. 

This amounts to saying that the American spent $10,000,000 
for a plant; that the plant, now that peace is here, is worth less 
because its earning power ceases with the war; but that the 
American is no worse off in his capital assets than before be­
cause, while he find-:; a plant worth nothing on his bands, yet 
he has in his assets $10,000,000 of foreign-paid money to take 
the place of his original $10,000,000 of expended capital. 

Now, 1\fr. President, that American business man is in a 
sound situation; he has made sure of the return of his money. 
His capital is not depleted. He recognized from the start that 
the expenditure for a war plant was a temporary business and 
that after the war that business would end and his plant 
junked. He therefore charged that plant expenditure to operat­
ing cost and set the price for his commodity to the foreigner 
at a figure to cover such cost. Thus he has recovered his 
$10,000,000 of capital. 
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Thus far he uisplayeu ounu sen e and well-approved business 
judgment and practice. 

But, ir if this bill remains as written his prudence in thus 
safeguarding hi capital will be frustrated by the United States 
Congre s. For llis plant having been constructed prior to 
April 6, 1917, he is told that he may not consider that $10,000,000 
as a repayment of operating expense and expenditure. He is 
not allowed to deduct it from gross income. It therefore is to 
be treated as net income, and as such it is taxable. If he is in 
the last bracket class of this bill, the rate on him is nearly 70 
per cent. That rate levied on this $10,000,000 makes him pay 
$7,000,000 to the United States. 

Wherefore, we see that now his situation is that he has the 
valueless plant on his hands-a zero asset-but instead of also 
having the $10,000,000 of capital that the foreigners paid him 
for the purpose of replacing his own capital expenditures of that 
amount he has onJy $3,000,000, his country taking from him the 
other 7,000,000. His loss is therefore $7,000,000. 

Suppose it be said that this concern made profits on top of 
the $10,000,000 to cover plant and that that circumstance must 
be regarded. Very well, sir; let us regard it. What of it? 
·what does it amount to? Why, it amounts to no more than 
this, that he has made a profit over and above all operating 
costs; that is to say, he has made some net profit. That being 
the case, we then find him to be a manufacturer who belongs to 
the class that would pay taxes. And whatever the Congress 
determines he should pay on such net income of course he ought 
cheerfully to pay. ' 

Now, 1\fr. President, in view of the consideration that I 
have attempted to thus advance I am forced to the conclusion 
that the concern which embarked upon war business before 
April 6, 1917, is not to be distinguished, in applying the amorti­
zation principle, from one that embarked on such business since 
that date, simply for the reason that in the one case the allies 
were made to cover the plant cost, and in the other the allies 
were not made to cover such cost. 

Indeed, as I suggested a while ago, if there is any distinc­
tion to be drawn, the equities are aga1nst the concern that 
started up after April 6, 1917, which planned to look, and must 
of necessity look, to our own country to repay the plant expense. 

Yet this bill as drawn allows the fellow who built his plant 
since we entered the war to deduct its cost before paying any 
tax, but disallows the same thing to the one who built before 
that date and who reimbursed himself from foreigners. 

Is there any other reason why this date of April 6, 1917, 
should be allowed to remain in the bill, drawing a line of de­
marcation as it does between concerns that expanded to a 
war footing before that date and those that so expanded after 
that date? I know of none that can appeal to me, though I 
am aware of another reason that has been suggested, which 
seems to find favor in some quarters. 

This reason is that plants which started since our entry into 
the war-that is, since April 6, 1917-did so to help this country 
in its great extremity, that they '\\'ere therefore impelled by 
praiseworthy motives of patriotism, whereas those which got 
under way before that date were looking for profit, and profit 
alone. 

Now, Mr. President, with respect to this argument I wish to 
first say that a revenue bill which is designed tc, raise moneys 
by way of taxation, and which in so doing undertakes to re­
gard and apply the principles of sound business accounting, 
must not be regarded as a fitting and appropriate place in 
which to distribute bouquets and souvenirs for pretended pa­
triotism. Yet if this argument is sound that is what the bill 
would do. 

I employed the term "pretended patriotism." I did so ad­
visedly, for I decline to accept the view that business which 
sought to work for us upon our entrance into the war sought 
to perform simply and solely the labors of de-voted patriotism. 
Sir, making money was the motive of those who are taken 
care of by this date. 

I do not say that the thought that they were rendering a 
service to their country supplied to them no satisfaction. I 
doubt not it did. But the fact remains that profit was the aim 
in view, and accumulated fortunes the goal. 

No. 1\Ir. President, those coming in after April 6, 1917, were 
z:.o more patriotic than thase who got under way before ·that 
date. Why, then, should there be so tender a regard for the 
late concerns? Why should this insidious distinction be drawn? 

\Vhy, sir, the late comers were the business laggards of the 
country. . What were they doing throughout the 32 months of 
crowded events that preceded this date of April 6, 1917. Keen 
business men of this country who grasped the situation and 
sensed the future, who had -vision, courage, capital, and the 
capacity to do things, lost rio opportunity to mobolize that part 

of the forces of American indu h:ial powe1· and resources within 
their control. They embarked upon programs of . unprecedented 
expansion. They Jaid out millions upon millions on temporary 
enterprises. Sir, when the shock of war came, in 1914, its 
paralyzing stroke was felt the world over. American commerce 
ceased and American l>usine s for the moment was palsied~ 
Prices felL Labor was out of work and calamity was impend­
ing. But this condition did not long prevail. These leaders of 
American enterprise soon revitalized American industry. They 
created demands in the commodity markets and gave to Jabor 
compensations far beyond the dreams of the most optimistic. 

They set the house in order and made it possible for 
America to assume her present commanding financial place 
among the nations of the world. In a very true sen e theY. 
not only brought the world's wealth here, but they saved Euro­
pean civilization from defeat. I say, sir, that in the field of 
their activities they brought as much glory to American in­
dustry as our magnificent armies brought honor to our flag. 

And when we came into the w.ar these plants were ready to 
supply our country. They did not have to be built. They 
were not in futuro; they were in es e. There was no necessity 
to wait upon them for 3, 6, or 12 months for munitions and 
equipment. They were mobilized and ready. These plants 
that were constructed before this date of April 6, 1917, were 
prepared to commence production for our country on April 7, 
1917. Those that were built since that date were not ready 
and some not ready yet after the lapse of over one and a halt 
years. 

Yet, sir, the slothful ones, under this section, may amortize, 
while the alert ones may not. Verily the Scripture is being 
fulfilled, for the last are first and the fir t are last. 

Why should punishment be inflicted on those who were ready 
to render instant service to the country in its time of need? 
Why so favorable a regard for those who had to commence to 
get ready? · 

I make no complaint against allowing the amortization prin­
ciple to operate for the new plants. I do make complaint that 
it is not allowed to ope1·ate likewise in favor of the more 
meritorious ones. Let it apply to all alike or let it apply to 
none. 

Mr. President, on Saturday the chairman of the Finance Com­
mittee called attention to the fact that mines, oil wells, gas 
wells, and lumber mills were allowed amortization to the full 
extent requested by them, and that plants constructed since 
April 6, 1917, were allowed to amortize. Every industry, it 
seems, is allowed to reimburse its temporary capital expendi­
tures except those plants that were constructed by that portion 
of Ame1·ican business which was the only live part of business 
in this country prior to our entrance into the war ; and it was 
the only part of business in the whole country that, upon our 
declaration of war, was able to render immediate present erv­
ice to the country. I submit the llistinction should not be made 
against them. 

The PRESIDING OFFICER. The question is on the amend­
ment offered by the Senator from Delaware. 

Mr. SMITH of Georgia. Mr. President, I wish to say to the 
Senator that these provisions of the bill and the suggested 
amendment of the Senator from Delaware received the most 
careful consideration from the Finance Committee, and, as I 
recall, every member of the committee approved what we finally, 
determined to do and what the bill as finally presented to you 
contains. 

We start from our enh·ance into the war and allow amortiza­
tion to plants constructed to produce war supplies. There is a 
provision in the bill that allows in extraordinary cases therein 
described amortization in the case of plants created before we 
entered the war. As the Senator from Utah [Mr. SMooT] ays, 
you can count the extraordinary cases on the fingers of one 
hand. 

Why the distinction? The plants built prior to our entrance 
into the war were built under contracts with England, France, 
Italy, and other countries to make certain supplies, and the prices 
under those contracts covered the cost of constructing the plant 
and a profit. That was shown as the result of our ·investigation 
as to a large number of these plants. Why extend to them an 
amortization when they had covered the cost of their plants in 
the profits on contracts? . 

Mr. WOLCOTT. :Mr. President, will the Senator yield? 
The PRESIDING OFFICER. Does the Senator from Georgia · 

yield to the Senator from Delaware? 
Mr. SMITH of Georgia. Yes; but only for a moment, because 

I wish to finish what I have to say. 
1\Ir. WOLCOTT. I me1·ely wish to make a suggestion to the 

Senator. Let us suppose that they did get from the allies a suf­
ficient sum of money to enable them to amortize on their books 
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the cost of their plants. The point is now whether the United 
States Government will allow them to keep tllat sum which they 
ha\e been allowed oy way of amo.rtization '? 

1\Ir. SMITH of Georgia. I answer that the time has pussed 
nnd that money is no longer subject to taxation; they have 
already made it; they made it before this year. 

.Mr. WOLCOTT. Let me suggest further to the Senator--
1\Ir. SMITH of Georgia. I wish to get through, so that we 

mas go on with the bill, but I yield to the Senator. 
1\Ir. WOLCOTT. So do I; I do not want to proti·act the discus­

sion. But I wish to suggest this to the Senator: It is true that 
they have been n.llowed an amortization, but not to the full ex­
tent that they are entitled to. They haTe only had two years. 
They ought to be allowed to continue to the extent allowed un­
der the r·ules of the Treasury; but this provision intercepts that 
proce . 

1\fr. SMITH of Georgia. The contracts which they made en­
abled them to provide for their amortization and to make a 
profit be ides. There was no reason at all to grant amortization 
privilege to companies existing _prior to our entry into the war 
who had their plants working for foreign countries and who 
made their contracts at prices which paid them for the entire 
construction {)f their plants and a fair profit. We allowed the 
exemption in a few cases where this was not done, but we 
guarded carefully the pt·ovision~ 

Now, as to the plants erected since we entered the war, they 
uo not occupy that position. As a rule, their contracts, even 
with the Government, haTe contemplated work reaching beyond 
this year; but the work has been stopped, the Government has 
canceled the contracts in the case of a great many of them, and 
they occupy an entirely different position from plants th~t have 
completed contracts with foreign countries. If the amendment 
of the Senator from Delaware were accepted there would be an 
enormous lo s of re-r-enue; if lt were accepted there woulU be 
more difficulties in administration. All these facts) all these 
circumstances, studied out in individual cases to rea.ch wh~t was 
right. were considered by the committee, and I believe the com­
mittee unanimously concluded that what we have presented to 
you was right. 

The PRESIDING OFFICER. The question is on the amend­
ment offered by the Senator from Delaware. 

The amendment was rejected. 
Mr. McCUMBER. Mr. President, I do not feel that I would 

be ju tilled in allowing this bill to pass until I had made an at­
tempt, at least, to cut down the tax upon those things which are 
necessary, such as clothing. I therefore wish to offer an amend­
ment, on page 200, by striking· out lines 12 to 21, inclusiTe, cover­
in"' these subjects: 

(11) Men's and boys' suits or overcoats., ni>t including uniforms of 
officers in the military or naval forces of the United States, on the 
amount in excess of $50 each ; . 

(12) Women's and misses' suits, cloaks, and ei>ats, on the amount in 
excess of ~50 each, or, when made up by a talli>r or seamstress, i>n the 
amount in ~xcess of $50 in Tn.lue each; 

( 13) Women's and misses' dresses, on the amount in excess of $40 
each, or, when made up by a tailor or seamstress, on the amount in 
excess of $40 in yalue each ; 

Mt·. Pt·esident, tho e were the particular items that were 
taken into consideration by the committee in striking out all 
of the provision for the taxation of clothing. Those were the 
particular items a tax on which was thought to be a tax upon 
nece saries, and not a tax upon luxuries. For instance, Mr. 
President, there was no objection particularly to a tax on 
trunks on the amount of cost in excess of $50. You can get a 
fairly re pectable trunk for perhaps much less than that, and 
.when one pays $50 for a trunk he possibly can afford to pay a 
little tax on the amount over $50. 

So also in the case of the next article, traveling bags, on 
which a tax is laid upun the amount paid in excess of $25. 
You can get a traveling bag for very much less than $25, e\en 
with the excessive prices of to-day, but while you can get a 
traveling bag for less than $2[) you can not get a suit or 
.woolen clothes for less than $50, I do not care wltere you go to 

· get it and whether it is custom-made or otherwise. 
Again, pm· es, pocketbooks, shopping bags, and handbags cost­

ing in excess of $7.50 each. You can buy some of them perhaps 
for $5, and they will answer tile pmpose, but you can not buy 
a woman's coat for $50 if it is a woolen coat. '.rhere is quite 
a. difference between an article that is necessary and one which 
you can {Tet along without. 

Again , it is proposed to put a tax on fans on the amount 
in exce~s of $1. Well, I have au iuca you can buy a valm 
leaf fan for less than $1, but I do not think you can buy any 
othPr kind for less than $1. You can get along with a palm­
leaf fuu so fur as fanning one's self is conce1·neu, but you can 
not :ret aloug without woolen clothing during the winter months. 
So, l\Ir. President, with women's and misses' hats an<l bonnets. 

.A. woman can buy a bonnet or a hat that wlll answe1· the l)Ur· 
pose of a hat to co,er her head for less than $15, even though it 
may not be n Yery good one, but it will answer the pm·pose. 

So, too, 1\ir. President, women can get along without silk 
stockings; they can probably w~:.u· lisle-thread stockiu.,os that 
are just exactly as good, and will be just as comfortable, but 
boys can not get along without suits and overcoats in the winter­
time. Young ladies can not get along without misses' suits, 
and women can not get along very well without {}resses of some 
kind, and woolen tlresses in the winter months of the year. 

1\lr. President, I simply want to suggest thut if we were to 
levy a tax of 20 per cent on .. wool every{)ne woultl object to it~ 
and yet you are levying this 20 per cent tax on practically e\ery, 
article of woolen good , becau e the amounts which yon have 
fixed as the basis of your taxation are sueh that you will pur­
chase nothing for less than those particular amounts, and 
therefore you subject e-reryth.ing that yon puTchase in the line 
of woolen clothlng to a tax. 

Again, .Mr. President, if I belierell that you could lmy a good 
woolen suit for .a man fot·les ·than $50, I would say," Tax that 
which is aboYe $50 at the rate of 10 per cent." If you could buy 
a woman's coat for less than $50, I would say, "All right; tax 
that above $50." But when you can not buy either of them for 
le s than $50, why should we levy that heary tux here? . 

Mr. SMITH of Georgia. "1\-fr. President, will the Senator allmv. 
me to interrupt him? 

Mr. McCUMBER. I yield to the Senator. 
1\Ir. SMITH of Georgia. I am going to step out for a moment; 

·nnd I want to say to tho Senator that he under tands, of com·se? 
that the committee was oppo cd to all of section 005 anu truck 
it all out? 

Mr: McCUlllBEIL Oerta.inly. 
Mr. Sl\IITH of Georgia. So tl1at so far a tho.-· of us who 

were with the Senator aTe concerned, we have not anything to 
d{) with it. 

Mr. 1\IcCUl\ffiER.. Of com· e. 
Mr. SMITH of Georgia. I ·uggest that tlle 'ena.tor <lircct llis 

remarks to .the Senator from Iowa [i\Ir. KENYo~]. He led the 
fight to restore this entire section, and it is his fight now with 
the Senator from North Dakota. 

Mr. McCUMBER. I know, but, 1\Ir. P1·esiuent, I felt at least 
that Senators were influenced in voting against the committee 
amendment on account of many {)tiler things besides the mere 
item of woolen clothing. What I am trying to tlo in this amend· 
ment is to prevent an extra charge of 20 per cent on woolen 
clothing for which you have to pay 40 or $50, arul . .rou can not 
get it any cheaper. 

The Senator from Wi cousin [1\Ir. LEn""ROO'I'] moYeu to trike 
out "20 per cent" and make it "10 per cent." \Vby? If it is 
a luxury in any sense, of cour.,e we should tax: it at the mte of 
20 per cent, but I do not think th~ Senator thought it wa a 
luxury, and therefore he moved, and very proper1y moYed, te 
reduce the tax to 10 per cent instead of 20 per cent. I think we 
can go a step further upon the particular articles I haYe men· 
tioned, which are absolute necessaries, and which now co t the 
American people twice as much as they ought to eo t them~ 
without putting a still l1eavie.r burden upon them. 

'Mr. LE:l\"ROOT. 1t1r. President, will the Senator yield? 1 
Mr. McCUMBER. I yield to the Senator from Wisconsin. · 
l\Ir. LENROOT. The Senator from Wisconsin offered that 

amendment primarily becau e even though these were luxuries 
in the preceding section, the Senate had already adopted an 
amendment taxing statuary, paintings, anu so forth, which 
clearly are all luxuries, at only 5 per cent; and so long as 
that was true, the Senator from Wisconsin ditl not believe it 
was fair to tax these things 20 per cent~ 

Mr. l\lcCU1\1BER. If you tax statuary and those tllings 
which are absolute luxurie · only [) per cent, then why, in 
Heaven's ri me, should you not let the American people buy 
the nece$9a.ries of life in tlleir clothing without having to vay 
even 10 11er cent in tlte wny of a tax? If you can even purchase 
automobiles with a tax of only 5 per cent upon them, tl.ten 
give me some good reason why we should compel the American 
people to pay $10 or $1G extra for a suit of cl{)thes when tl1ey 
can not get them any cheaper tll1m the amount fixeu here for 
the beginning of tile tax. · 

'.rhe re...:ult of this, as I have s tnte<l uefore, will finally IJe to 
increase enormously the consumption of shodtly aml , lloddy 
goous, and ju t to tltat extent to decrease the u ·e of \Yool in 
clothing. I '"ant to encourage the farmer at this time, when he 
is getting a splendid price for his wool-! might :limo t , ay au, 
exorbitant price-to increa e the produetiou · f wooL I want 
to . ·ee "·ool u. e<l iu good · an<l not bocld used in them. I 
know that the result of tllis extra tax \Yill be that more shod<l · ''ill be put in goods to bring tltem below the priee named in the 
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provision, and you will make the ultimate consumer pay enor­
mously more in the cour ·e of the year for the goods that he . 
will buy than you would without this tax, because the cheaper 
goods will not wear like the good woolen goods; and I, .at least, 
felt it my duty to do what I could to protect .the o\erburdened 
American people from paying too much for woolen goods. 
Therefore, I limit my amendment to those three subdivisions. 

l\Ir. KENYON. l\Ir. President, I only want to say a word, be­
cause I am disinclined to detain the Senate at fuis hour, and 
we ha\e had this question argued pretty thoroughly here this 
afternoon. 

The impression left by the Senator's speech would be that 
we are taxing the whole value of these articles. We must 
a lways keep in mind that it is only the excess above $50 that 
is taxed for women's suits or men's suits. Then comes the tax:. 
· The Senator says that no proper clothing can be bought for 
those prices. I ha\e here the Washington Star of to-night, and 
also of a few nights ago. Among the adv:ertisements in the Star 
that I looked o\er a few minutes ago, here are $50 broadcloth 
and plush. coats, now marked down to $25. Here are wool Shet­
land sweaters, $7.95, specjally priced ; sweaters in cardigan 
stitch, whatever that is. and fancy \\"'eaves, shown in all the new 
color combinations, such as "Wilson," with collar and cuffs of 
"Rome Green"; "Rome," with pastel stripe on collar and cuffs; 
"Wil on," combined with "Democracy"; "Rome," combined 
with "Glory." Also combinations of admiral blue, Per hing tan, 
Foch blue and freedom-only $7.95 for all that. Things surely 
are coming do\rn. 

It is just a question whether \re are willing to tax these­
things that are sold at extra\agant prices. I know, and e.-ery­
bocly knows, that clothing is high, but it probably will not stay 
there. . 

Here are other ad\ertisements-women·s and mi ses' coats, 
$29.50; and in the Star to-night, women's pajamas, $7.50--I do 
not know \\"'hat those are-and kimonas, and men's pajamas. 
All those things eem to be marked down now and appear to be 
getting down to some\rhere near reasonable prices. 

I am not going to argue this que tion. "IT"e ha\e had the 
argument before. 

Mr. McCUMBER. l\Ir. President, I \rant to ask the Senator, 
if he will allow me, will he guarantee that the e are woolen 
goods? 

Mr. KE~YON. :Ko; I do not know nnything about any guar­
anty. I will not make any guaranty. That is an utterly foolish 

· question. 
Mr. McCUMBER. Of cour e you can buy almost any kind of 

shoddy thing for almost any l;:ind of a price ; but I am speaking 
of the woolen goods that the people of the United States are 
entitled to have. 

l\.fr. KENYON. Tile ground of my opposit ion to the Senator's 
amendment is this: Take dresses that cost two and three hun­

; "<Ired dollars, that can be bought only by the rich people of the 
country, and suits of clothes co ting up in the eightie and 
uround a hundred dollars. If people buy tho. e things they arc 

, able to pay the tax: without any special irritation, and I think 
they are perfectly willing to do it. The "poor working girl" 

."argument has been paraded before us, but I do not think you 
.will find many of them buying $10 silk hose ancl fancy dre ses 
·at large prices. There is a good deal of non ense about that 

1 argument. All I am going to ask for is a 3·ea-and-nay \Ote on 
·this proposition. l\.fy desire is to see snobbery and ostentation 
:taxed. 

The PRESIDlliG OFFICER. The Senator from Iowa de­
mands the yeas and nays. Is the request seconded? 
, The yeas and nays were not ordered. 

1\fr. KENYON. I uggest the absence of a quorum. 
. The PRESIDING OFFICER. The Secretary "ill call the 
roll. 

The Secretary called the roll, and the following ~enator an­
swereu to their names : 
Bankhead .Jones, "Wash. ' elson Smith, ~1<1. 

~~~d~!t~~in ~~:~Mfck ~~~ris ~~~~~· )Iicb. 
Dillingham Kenyon Kugent :-;pen ce~ 
li'J.etche.: Kirby Overman l--iter ling 
liTance Knox: l'enrose • 'utherland 
Gerry J,a Follette Phelan H-wanson 
Gore L!'nroot Poindexter Thomas 
Gronna Lodge Pollock 'l'ownsend 
Hale :McCumber Saul bm·y Trammell 
Harding ~[cKellar Sbaft·oth \Yarren 
Hender on .Mnrtin, Ky. ~beppard Watson 
Jiitebcock Martin. Ya. ocimmons \Y!'eks 
• John. on. S. Dak. ~oses Smith, Ariz. Williams 
Jone: , "N. ~ex. :.\!yers Smith , Ga. Wolcott 

The PHESIDIXG OFFICER. Sixty Senators h:we answered 
to the roll cn11. There is u quorun pre. ent. 

~lr. KE~YO_ •. I a k the Presi<ling Officer if . lle will not 
submit the request again to the Senate for a yea-and-nay \Ote •. 

. The PRESIDI:KG OFFI CER. A yea-aud-nay vote is - ~·c­
quested. Is the demand seconded? 

The yeas and nays were ordered, and the Secretary pro­
ceeded to call the roll. 

·l\Ir. · JO:i\TES of Wa hington (when llis name was called) . 
Again announcing my pair with the senior Senator from Louisi­
ana [l\Ir. RANSDELL], I withhold my vote. 

:Mr. :MYERS (when his name was called). I have a pair 
with the Senator from Connectic11t [1\Ir. 1\IcLE.A.N], who is ab­
sent. In his absence I transfer that pair to the Senator from 
Arizona [1\Ir. AsHURST] and vote "nay." 

Mr. NEW (when his name was called ). Transferring my 
pair with the junior Senator f rom Louisiana [Mr. GAY] to the 
senior Senator from New Jersey [l\Ir. FRELINGHUYSEN], I vote 
"yea." 

l\Ir. STERLI:KG (when his name was called) . Again an­
nouncing my pair with the Senator from South Carolina [Mr. 
SMITH], I withhold my \ote. 

The roll call was concluded. 
1\fr. GERRY (after havipg \Oted in the affirmative) . I have 

a general pair with the junior Senator from New York [l\Ir. 
CALDER]. I tran fer that pair to the Senator from Nevada [Mr. 
PITTMAN] and let my \ote stand. 

I \\"'ish al 'O to announce that the Senator from Delaware 
[l\Ir. SAULSBURY] is necessarily absent on important public 
business · and that he is paired 1Yith the Senator from Rhode 
I sland [Mr. CoLT]. 

1\Ir. KNOX (after haying \Oted in the affirmative). I voted 
not noticing the absence of my pair, the Senator from OregoD: 
[l\lr. CHAMBERLAI~]. I transfer my pair to the Senator from 
Yermont [l\Ir. PAGE] and let my vote stand. 

1\.Ir. BRANDEGEE. l\Iaking the same transfer previously 
announced, I \ote " yea." 

l\Ir. HARDING. I transfer my pair with the Senator from 
Alabama [l\Ir. UNDERWOOD] to the Senator from Oregon [l\Ir. 
McNARY] · and vote. I \Ote "nay." 

l\Ir. KENDRICK (after having voted in the affirmative). I 
transfer my pair with the Senator from New 1\fe:xico [l\Ir. 
FALL] to the Senator from Montana [Mr. 'V ALSH] and let my 
\Ote stand. 

Mr. I .. ODGE. I have been requested to announce the follow­
ing pairs : 

The Senator from Rhode I ·land [l\.fr. CoLT] with the Senator 
from Delaware [~lr . SAULSBURY]; 

The Senator from Kansas [Mr. CURTIS] with the Senator 
from Georgia [l\Ir. HARDWICK] ; 

The Senator from ·west Virginia [1\lr. GoFF] with the Senator 
from Oklahoma [~Ir. OwEN] ; · 

The Senator from Illinois [l\Ir. SHERMAN] with the SenatOL' 
from Kansas [Mr. THOMPSON]; ' 

The Senator from Michigan [l\Ir. S:hiiTH] with the Senator 
from ::\lissouri [Mr. REED] ; 

The Senator from Michigan [~Ir . Tow "SEND] with the Sena­
tor from ... t\..I·kansas [l\Ir. RoBINSON] ; and 

The Senator from New York [l\Ir. ' V ADS WORTH] with the 
Senator from Xew Hamp hire [l\Ir. HoLLis] . 

The result was announced-years 35, nays 17, as follows : 

Bankhead 
Brandegee 
Dillingham 
Ii'rance 
Gerry 
Gore 
Henderson 
Jone , N. 1\Iex. 
Kendrick 

Knox 
Lenroot 
Lodge 
McCumber 
~tartin, Ky. 
Martin, Ya. 
:\loses 
)!ye!·s 
Xelson 

Fletcher Kenyon 
Hale Kirby 
Harding La b'ollette 
Johnson, S. Da k. :.\IcKellat· 
Kellogg ~orris 

YE.AS-35. 
New 
Overman 
Penr·ose 
Phelan 
Simmons 
• mith, Ariz. 
Hmitb, Ga. 
Hmoot 
Spencer 

N.AYS-17. 
Xugent 
Poindexter 
Pollock 

-Pomerene 
Sbafroth 

~OT \OTING--4!. 

Sutherland 
Swanson 
'.rho mas 
Warren 
Watson 
Weeks 
Williams 
Wolcott 

Rheppard 
Trammell 

Ashurst F ernald Lewis Shields 
Bait·d Frelingbuysen ~!cLean mith, Md. 
Beckham Gay ).[c::\'ary Smith, M~ch. 
Borah Got! Owen · • mith, S.C. 
Calder <lronna rage Sterling 
('hambet·Jain Hard-wick Pittman Thompson 
Colt llitcbock Han dell Townsend 
Culberson Hollis Heed Underwood 
Cummins .Tobnson. Cal. Hobinson Vardaman 
Curtis .Tones, "\\ash . Saulsbury Wadsworth 
Fall King l:lberman Walsh 

So :llr. :\lcC ::.mER's amendment \Ya. · agreed to . 
)Ir. HALE obtained tll€' floor. 
)Jr. ~DIOOT. Will tlle Senator allow me ju3t a moment ? 
~Ir. HALE. Certainly. 
l\lr. Sl\IOOT. I want to perfect tllis amendment. I call at­

tention to the fact that there mu t be another amendment in 
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ili IIou..:e proTi ·lou now that ihe amendment has been allopted. Mr. KIRBY. 1\Ir. President, this is an amendment of some 
On pa~e 2U:?, bt:giuning il:t i~ne 4 with the last word ".As," I moment, and it seem · to m~ migllt "·ell be put upon this bill 
move to strJkc out ... Jl dmYn to .and including tlle ·word "dresses,,. rai ing reTenne. Tile people of om· country are hea¥ily taxec1. 
in line 7. It rrods: They haYc responded liberally to the loan of money to our G<>T-

A: used in {his :suiJ<livision the term "ventlor " includes a tailor or ernment, both in war stamps and in bonds. They are now taxed 
tlressmaker ma.kin"g up 'Om~n· ·or missc ' suits, cloaks, coats, or dresses. heavily and .are going to continue to be taxed llea\ily, and it 

r·ow Uw.t tho ·c pal'agraphs ha\e been eliminated, I mo\e to -seems to me the time has come when we should quit lending the 
stril•c out these words. . money of the United .States of America to other Gove:rnments, 

Mr. S:IM.l\10~ TS. I wa going to say tlwt nece rlly those powers, o:r peoples. We ha\e loaned all the moneys that are 
words houl<l go nt. necessary to carry all the Go\ernments with whom we were 

Tile PRESIDING OFFICER. Tll.e que ·tion i on the runend- as ociated in the war to a successful completion of it. 1J.."'I1e war 
ment of the SenatoT from Utah. is ended, and this is a time, in my opinion, when \\e should -end 

The amendment was agreed to. lending the money of the people raised by taxation to otb.€r 
1\Ir. HENDERS01. 1\Ir. Prcsi.<lent-- ' Gmrernments of the earth. 
The PRE, IDING OFFICER. Doe the Senator ft·orn ::\Ia.ine . This does not preYent lending money -as may be necessary ta 

yield to tile Senator from Nevada.? realize upon the loAns that have heretofore been made to these 
1\fr. HALE. I yield. Governments, but it would prevent the lending of any money to 

aDy other Government for any purpose whateT"er until tile pur­
pose was first disclosed to Congress and the ·consent of Congress 
obtained to the partieolar toan desired. It seems to me the time 
has come when we .ought to do something of this kind, and on 
that account I propose this amendment here to-day. 

.ASSE.SS!.IENT WORX ON MDHNG CLAIMS. 

Mr. HENDERSON. There is a Tery important joint reso­
lution which has jut passed the House of Representatives this 
afternoon au<l is now on the Presiding Officer's uesk. I a.sk 
unartimous consent to have it laid before the Senate at this 
time and put on its passage. 

The PRESIDING OFFICER laid before the .Senate the joint 
resolution (H . .J. Res. '372) to amend Senate joint resolution No. 
78, approved October .5, 1917, entitled ".Joint resolution to sus­
penn requirements of the annual assessment work on mining 
claims dlll'lng the years 19~7 and 1918, which was read the first 
time by its title anu the second time at length .as follows: 

&sol1·ed, etc., -That the provisions of Sennte joint resolution, ap­
'J)roved OctolX'r 5, 1917, be amended S<l as to In·ovide that the time for 
filing notices to hold said mining claims in the Territory of .A.I.rulka, 
under the -said IJ"esnlutjon, lx', and ~ same is hereby, ·extended to the 
1st day of April, 1919 

Mt-. HENDERSON. I ask that the unfinished business be 
temporarily laid nside .nnd I :ask unanimous consent to .consider 
this joint resolution. It will take only a moment. There will 
not be tilly debate Qll it and it is a very important matter. 

Mr. SIMM:ONS. I shall oot >Qbject, providing there is no 'de­
bate. 

Tlle PRESIDING OFFICER. Is ther~ objection ro the Jll'eS· 
ent consideration of the joint resolution? 

Ar. LENUOOT. Before conO<ent is given I would like to know 
.what the measm·e is. 

Mr. HENDEJ{SON. It simply provides that under the joint 
r e o1ution pa.· ed two years ago suspending assessment work 
on mining claims during the years 1917 and 1918 the time for 
:filing a notice which expires January 1 shaH be extended for 
the period of thrPe months for Alaska on account of the in­
fiuenzu a.rul tile difficulty of getting the notices sent there. 

1\lr. SHil\'IONS. It has passed the House? 
Mr. HENDERSON. It has passed the House, -and came over 

thi. afternoon. 
Mr. J'O~'ES of Washington. Mr. President, I hope the joint 

resolution will 'be pas ed, but I just want to .express my regret 
that while we can get action promptly upon n matter of this 
kind concerning property rights we are unable to get action 
on a bill to extend aid to the people there who are <]ling. 

There being no objection, the joint Tesolution was considered 
ns in Committee of the Whole. 

The joint resolution was reported to the Senate without 
amendment, ordered to a third reading, read the third time, 
nnd passed. 

Mr. WEEKS. Mr. Presi<lent-­
Mr. KIRBY. I yield to the .Senator. 
Mr. WEEKS. I suggest to the Senator from Arkansas that 

the Government owns several million dollars worth of property 
in France. It is the purpose, I understand, to try to sell that 
property to European Governments. ·w.ould the Senator's 
amendment prohibit taking bonds for that property if it were 
sold? 

Mr. KIRBY. Not at all, as I understand it. It is to lend 
the money in the Treasury here and take bonds .or purchase 
securities out of the Treasury. I do not think that ought to be 
done, and I belie\e the time has come to stop it. If tl1ere exists 
any great necessity for any further lending of credit or of 
money by the Government, it ought to be brought to Congress 
aDd the consent of Congress first obtained to do it. 

Mr. WEEKS. I think I am in :agreement with the .Senator 
about that, but I believe it would be unfortunate if we \\ere 
prevented from l'eceiving any payment for our property over 
there in the bonds of other .countries. 

Mr. KIRBY. This will not tlo tha.L It has no purpose of 
that kind, and its effect can not be such. 

.Mr. SIMMONS. 1\lr. President, I earnestly hope this amencl· 
ment will not prevail. 1 think it would be a most embarra ing 
thing to do at this time. I nm advised by the Secretary of the 
Treasury to-day that it would be most -embarrassing nrul \Yould 
prevent the Government from doing things :absolutely necessary 
under pTesent circUIIlStances. The war has not closed yet, but 
when itllas ci{)Sed all authority of the Secretary of the Treasury 
to advance money to the allies will have passed. Congress is at 
this time considering legi lation with reference to loans to 
certain of our allies after the \\ar has closed.. 

The Secretary of the Treasury who has just relinquished 
bis office-Secretary McAdoo--recommended to the House of 
Representatives legislation of that characte.1-. That body is 
considering thnt legislation 1n committee, I understand, right 
now. When the Secretary of the Treasury appeared before the 
Finance Committee he said that when the war closes it woUld 
be necessary, in his opinion. if we were unable -ourselves to sell 
to some of our allies, especially to Belgium and France, mate­
rials which they would absolutely need and which they could 
not get elsewhere~ in order to carry on the wm·k of recon­
struction, authority ought to be given to do that, because if it 
were not given it would be impossible for us to sell them the 

· · The Senste, as in Committee of the Whole, resumed the con- material and the supplies which they would need for these pnr·· 
sideration of the bill (H. R. 12863) to provide re"lenue, and for poses. He presented to the committee a very strong statement. 
~ther purposes. . He showed the committee, and he showed them nothing moTe 

1.\Ir. HALE. I offer an amendment to the bill to come in on than what we would have known if we had thought about it, 
page 197, line 4: Before the word "canoes," I move to insert the that the countries now neetling or presently to need great quan· 
:WOTd "pleasm·e." The bill now provides-- tities of supplies are not in a financial position to buy nnd pay 

Mr. SIMMONS. I will state to the Senator that we h-ave for these things in cash~ and when we loan them money for the 
considered that matter; I have confened with other members purpose of buying those goods in this country we would simply 
of the committee, and we \\ill accept the amendment. -enable the business people of this country to furnish t11em the 

The amendment was agreed to. supplies, and for the money that we advance tbem to pay 
:!\fr. KIRBY. I desire to o:ffe:r an amendment. our busine s people we would ibe advancing Government securi· 
The Pll.ESIDI.i'\"G OFFICER. It will be read. ties that weTe ns good as could be fonnd probably in the lilll.r-

Tlle SECRETARY. After seCtion ~4()7 insert: kets of th'e world. 
' Ec . 140 . That it sllull hereafter be unlawful for the United States Mr. President, if we do not permit the Government to loan 

-of ~merieu to make :my lo;:tn of money, bonds, or credit to any <Jther at all after the war closes, our business people will not be able 
~t~~~~cll~~eig~~J~ii'fi~·~b~:dr,egp.1~r~~t;~~ ~~~l(~~~~~~o~«;:~ol , to supply these goods, and our allies will not be able to get them 
po\\·er, or peop:e except as it may become necessary t() do so in order .anywhere else. 
to nlljust,, C!lllect, n?d l'calizc upon .the loans already made to and bonds No money is lost; no mone_y is jeopaTdizetl. 'Ve simply enable 
nncl. secunt1e · aeqmred of s11ch natwn, power, or government unlE>.ss _and our people the producers of this country to sell tllese <TOods ::tnd 
un til tbe Sect·ctary of the Treasury 1s fil'st thereunto duly authonzed b ' d t . . f th t'h t d b ' ' 
by act of Congrcs . we get a un an secur1ty or e money a we a vance. 
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I do not tllink that anything could be more un'\"\>ise than to sud­
denly. cut off the splendid trade which the business people of this 
country have a right to expect and which they can get without 
losing or ·even jeopardizing a dollar of American money ; and, as 
the Senator from :Maryland [l\Ir. SMITH] suggests to me, it does 
not increase the tax, because the bonds which we get from them 
for the money which we adYance go immediately into the hands 
of our own people. It will not be a burden to us so far as inter­
est charges are concerned, because those will be met in due time 
by the governments from whom we get the bonds, and in the end 
our principal will be returned. 

l\Ir. President, I do not wish to prolong the discussion, but I 
do sincerely trust that this amendment will not pre\ail. 

Mr. LODGE. l\Ir. President, I do not mean to prolong the 
uebate a moment. The Senator from North Carolina [Mr. Snr_. 
MONS] has coyered the case. It seems to me it would be most 
unfortunate in eYery way at this time to pass a general law 
that we would not extend any further credit to the nations 
\Yith whom we lla\e been associated in -the war against Ger­
many. It is extending a credit, it is not gi\ing them money. 
I think now, vfith peace negotiations just coming on, to adopt 
such an amendment as this would be most unfortunate. 

::\fr. GORE obtained the floor. 
~Ir. KIRBY. l\Jr. President--
l\Ir. GORE. I yield to the Senator from Arkansas. . 
l\Ir. KIRBY. l\Ir. President, we agreed to extend credit and 

to loan money to our ::lilies during the emergency and because 
of the neces ity for so doing. The neces ity was great; it was 
urgent. ''e ha\e loaned them money until the war has been 
brougllt to a successful conclusion. Now it is proposed to 
establish nations on the otller side of the world. It is pro­
posed to rehabilitate great Russia, that once mighty em11irc 
yonder, which i destroyed, dismembered, impotent, and is now 
being harassed and O\elTUn by bandit hordes of Czecho-Slomks 
swinging down through that country. 

Is it our business and om· 11olicy here to lentl the nations 
that are going to be cut out of other territory money with 
which to stand upon their feet, in the hope that they may pay 
it back hereafter? To tax our people to the last limit to get 
the money to lend to them? 

Mr. JONES of New Mexico. l\Ir. President--
The PRESIDING OFFICER. Does the Senator from A_rknn­

sas yield to the Senator from :Xew ~fexico? 
Mr. KIRBY. Yes. . 
l\Ir. JO:NES of New l\Iexico. I merely want to call the atten­

tion of the Senator from Arkansas to a little business arrange­
ment which was reported to haye been made recently. It is 
now well known that our uisbursements in Europe are very 
large, and so there bas been an exchange of credits. We have 
made an advance of a quarter of a billion dollars just in the 
last few days to our European allies, and, in turn, they ha\e 
made advances to us o\er there for a simila1· amount. But lhe 
right to make advances must exist in order to carry out a 
transaction of tl1at kind. I assume that there will be a number 
of just such transactions as that while our expenditures in 
Europe are so Yery large. · 

l\fr. KIRBY. The purpose of my amendment is not to pre­
vent that nor our collection of any loans or realizing upon any 
credits which we have found it necessary to make to our allies 
heretofore; it will ha\e no effect to do that; but it is to prevent 
the loaning to these other Governments after the war has ended 

-of money that must be collected by taxation from our people 
unless the necessity is so great that the Secretary of the Treas­

·ury can come here and say, "I desire to extend this much credit 
and I desire the permission of the Government to do it," and 
convince the Congress of the necessity therefor, it should stop. 
The time has· come, in my judgment, when we should quit 
levying high taxes upon our people to lend the money to the 
other nations. 

l\Ir. GORE. ~Ir. Presiuent, I wish to say that I am unable to 
agree with tbe Senator from Arkansas [:Mr. KIRBY]. I rather 
agree with the Senator from Massachusetts [1\Ir. LODGE] and 
with the chairman of the Committee on Finance [Mr. SrM­
:YONS]. In my juugment it is neither to our own advantage 
nor is it to the advantage of the peoples of Europe that they 
. hould li\e in a world of wreck and ruin and devastation. It 
is to their advantage, as it is to our advantage, that Europe 
should be rebuilded as· rapidly as possible. We can facilitate 
the reconstruction of Europe by advances of credit. This will 
inure to their -ad\antage, as it will to ours. If those countries 
and those peoples are obliged to rely upon the slow processes 
of accumulating capital in order to rebuild and to reconsh·uct 
their countries, it will postpone their prosperity, and it ''"ill 
inevitably lead to a long period of industrial depression both 
in Europe anu in the United States. 

The-purchasing power of . Europe has been seriously redu-ced; 
it llas been almost destroyed during the course of this war. It 
is estimated, I belie\e, by l\fr. Schwab, that Europe will re:. 
quire $6,000,000,000 worth of iron and steel for pur­
poses of reconstruction. There is a vast market. To sup: 
ply that market will be to our own interest; it wilJ 
be even more to the interest of those countries which have 
been so seriously crippled. Half the world is to-uny naked 
and hungry; half of Europe is but half clad and half fed. 
These elemental needs ought to be supplied. They ought to be 
largely supplied by the farmers of the United States. If tlley, 
have purchasing power, and if we can sustain their purchasinO" 
power, it will constitute an effective demand for the fanrl 
products of the United States. That will insure prosperity, 
to our farmers, which is a large guaranty of prosperity to 
every producti\e class and to every industry in the United 
States. 

I should regard it as a serious mistake to withhold credit · or 
purchasing power froin those depressed people. It is not only 
to our advantage-wai\ing the question of duty, or rather ·of 
humanity-but it is a matter of the highest industrial and 
commercial concern to the pe011le of the United States and to 
all of the peoples in Europe. 

l\Ir. BRANDEGEE. l\Ir. President, uefore the question is 
taken on the amendment I desire to see if I understand the situ­
ation correctly. I understand that about $8,000,000,000 has been 
authorized by Congress to be loaned. Is that correct? 

1\Ir. Sil\fl\fONS. Tile loan of about -$10,000,000,000 has been 
authorized, about $8,000,000,000 of which have already been 
loa.ned. 

Mr. BR~TDEGEE. Tben, there is something like a billion 
and. three-quarters in money which could be loaned in the future 
without further legislatiYe authority. 

l\fr. SIMMONS. Yes; but there will baYe to be further legis­
lation to make any loans after the war. 

1\fr. BRANDEGEE. · But the end of tbe war will be indicated, 
I assume, by the proclamation of the President that the war has 
ceased. The effect of the amendment of the Senator from Ar- ­
kansas [Mr. KIRBY), then, would be to withdraw the authooty 
already granted as to the loaning of the remainder of that 
money. 

l\Ir. SIMMONS. Undoubtedly, that would be tbe effect of t11e 
amendment. 

The PRESIDil'G OFFICER. The question is on the ameud­
ment proposed by. the Senator from Arkansas [l\Ir. KIRBY]. 

The amendment was rejected. 
l\Ir. JONES of New l\Iexico and Mr. THOMAS audressed the 

Chair. 
The PRESIDING OFFICER. The Senator from New Mexico. 
Mr. JONES of New 1\le.xico. I call up an amendment which 

has heretofore been offered by me, and ask that it be stated by 
the Secretary. 

'I'he PRESIDING OFFIOER. The amend.ment offered by the 
Senator from New Mexico will be stated. 

The SECRETARY. On page 30, line 23, at the enu of the line, 
it is proposed to strike out the semicolon and insert a colon and 
the following proviso : 

P1·ov'ided, howe,;er, That any taxpayer who is the heall of a. family 
shall be entitled to deduct from his gross income such sum or sums of 
money as he may have actually expended during the taxable year as 
rent for residence purposes for h.imself or family, but not in excess of 
a sum of $1,000. 

Mr. JONES of New l\fexico. l\fr. President, the proposition 
presented by this amendment is Yery simple. If au individual, 
partnership, or corporation owns its place of business it is not 
charged up with the rental value of that property as income. 
If a partnership, individual, or co;.·poration does not own its 
place of business it is entitled to deduct from its income the 
rent of the premises in which it does business, so as to put it 
on a parity with the business where the buildings and plant 
are owned by the operating interest. What this amendment 
does is this: Under the bill as it is now framed, if u man owns 
his home he occupies it without being charged anything for its 
rental value. If he does not own his home he is not permitted 
to deduct from the income the rent which be has got to pay to 
house his family. The amendment is for the purpose of putting 
ind.ividuals on an equality as to residence precisely in the same 
way as we put business on an equality as to place of busine s. 

I shall not discuss the matter at length. In a good many 
. jurisdictions where they have income tnxes they do just the 
other thing; they charge the owner \Vith the rea ·on able rental 
\alue of the property, the farmer with the reasonable rental 
\alue of the bouse on the farm, and so on. I do not think that 
ought to be <lone. I think the system which the committee has 
adopted with reference to business is the proper one, nn•l I 
am simply seeking to extend that to the individuals who labor, 
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who Ji\·e upon salaries, ::m<l who do not own their homes. I 
ask for n YOte on the amendment. 

1\Jr. SIMMONS. 1\lr. Presi<lent, the present law an<l also the 
pending bill do not allow <leductions for personal living or 
·family expenses. If this deduction is allowed, then I do not 
see any reason why personal living and family expenses gen­
erally should not be also allowed. 

Mr .. JONES of New Mexico. ~ir. President, I should merely 
like to state that I am simply proposing to allow as a deduction 
the item of rent alone, because as to other family expenses the 
man who owns a house has to pay them just :he same as the 
man who does not own a house. 

Mr. Sll\.IMONS. The man who owns a house is not allowed 
to <le<luct interest upon the investment in the house. 

Mr. SMOOT. Mr. President, this amendment, if a<lopted, 
means·simply this, that it would. be far better for a man never 
to own a home than to own one; or, in other word~, the man 
who must rent a bouse has no in\estment whatever in it, pays 
no taxes on it, has no upkeep to provide for it, and pays no 
insurance upon it; but the man who owns a home is compelled 
to pay the expenses of all those items; and, besides that, he has 
got his money tied up an<l receives no income whatever from it. 
It seems to me the amendment is so foreign to what would be 
just and right that the Senate can not possibly agree to it. 
· Mr. JONES of New Mexico. Mr. President, I do not think 
that this question can be settled. by a mere wave of the hand. 

Mr. SMOO'l~. It can be by a vote. 
· 1\Ir. JONES of New Mexico. According to the Senator from 
Utall, a man who owns a building in which he conducts his 
business has no advantage oYer the man who does not own the 
buildiLg in which he conducts his business, because he has to 
pay the upkeep of it, and he is also out of the use of the money 
inYested in it; but in the case of business the man wllo does not 
own his building deducts the rent from his income. If there is 
no advantage in the one case, why haYe the provision exempt­
in.=; rent in the other? I submit, Mr. President, that tllis is 
but a matter of simple justice. If a man did not llaYe his 
money i~ his reside~ce he would have it investec:l in something 
else, and would get an income from that something else, antl he 
would be paying a tax upon that income. 

l\lr. SMOOT. The SenatQr has asked a question and I shall 
simply undertake to answer it. The man who owns his own 
}?uilding and does busines in that building has paid for it; it is 
a part of his capital, and he i allowed an exemption upon it, 
and, or course, if a man does not own the building whateYer 
he pays as rent he is allowed upon it; but the man who owns 
the building is allowed an exemption upon it before any tax e-.er 
applies. That is the difference between the two cases. 

The PRESIDING OFFICER. The question is on the amend­
ment offered by the Senator from New l\Iexico [l\1r. JoNES]. 

The amendment was rejected. 
l\1r. POLLOCK. Mr. President, I offer the amendment which 

I send to the desk and ask to haYe read. 
The PRESIDING OFFICER. The amendment will be stated. 
The SECBETABY. At the end of the bill it is proposed to add a 

new section as follows: 
SEC. 1408. That the membet·s of the various district and local boards 

who acted under the selective-service-draft act throughout the United 
States be, and are hereby, extended the thanks of Con&E..ess for their 
patriotic services to the country; and the Secretary of war is hereby 
directed to cause to be prepared and filed with the records of the War 
I;lepartment a complete and permanent record of the names of ali those 
who so served, and that the Secretary of War is hereby directed to 
cause suitable bronze medals to be prepared and presented to all who 
so served. 

The PHESIDING OFFICER The question is on agreeing to 
the amendment offered by the Senator from South Carolina. 
[Putting the question.] By the sound, the " noes " seem to 
haYC it. 

l\Ir. POLLOCK. I ask for a division. 
On a divi ion, the amendment was rejected. 
l\1r. JONES of New l\fexico. 1\Ir. President, I have two other 

amendments here. I can explain the purpose of them very 
readily. I have previously pointed out some advantages in 
making returns as corporations. I also pointed out wherein in­
diYiduals, under certain circumstances, have advantages over 
corporations in making their tax returns. I am sure that we 
ought to make all -business of the same kind as nearly equal and 
competitive as we can, and if there is any advantage in an in­
dividual or a partnership making a return as a corporation he 
ought to have the privilege of doing it, because by so doing- he 
only puts himself on an equality with his competitor. Like­
wise, if a corporation finds that it is more advantageous for the 
stockholders to make a return as a partnership, I do not see why 
that should not be done. I pointed out the other day very gross 
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inequalities simply because one concern happened to be a part­
nership and the other happened to be a corporation. There is no 
administrative difficulty in the way, because this bill only n.ffects 
the mere matter of returns, and in the bill now we provide that 
certain corporations may make returns as partnerships. I will 
ask merely to have one of the amendments read, anti ':Vill abide 
by the result upon that amendment so far as the other is con­
cerned. 

Mr. Sil\11\fONS. l\1r. President, I do not desire to discuss this 
amendment, but simply to say that the purpo e of the amend­
ment is to allow any individual or corporation to select the most 
favorable way of being taxed. 

The PRESIDING OFFICER. The Secretary will state the 
amendment offered by the Senator from New Mexico. 

The SEcRETARY. It is proposed to adc:l to the bill a new sec­
tion, as follows: 

SEC. 229. Tbat any individual or partnership carrying on a trade, 
business, or profession may in respect to the income derived from such 
trade, business, or profession, elect to be taxed as a corporation, and 
file return accordingly. In such case such individual or the members 
of the partnership shall not be subject, in respect to such income, to 'the 
taxes imposed by this title and Title III upon individuals and partner­
ships, but shall be subject to the taxes imposed by such titles upon cor­
porations. 

The PRESIDING OFFICER. The question is on agreeing 
to the amendment offered by the Senator from New Mexico. 

The amen<)ment was rejected. 
Mr. JONES of New l\Iexico. 1\.Ir. President, I have another 

amendment to offer, which I senc:l to the desk and ask to haYe 
state<l. 

The PRESIDING OFFICER. The Secretary will state the 
amendment. 

The SECRETARY. On page 95, at the end of line 12, it is pro­
posed to strike out the period and to insert "and not including 
for the taxable years 1918 and 1919 any surplus or undivided 
pt·ofits earned since December 31, 1916." 

l\Ir. JONES of New Mexico. 1\lr. President, I can explain 
tllis amendment in a very few words. Although it is n very 
important amendment, and \Yill raise something oYer $100,000,-
000 of revenue, to my mind it is nothing but in a. small way 
bringing about justice for a grave discrimination which exists 
under tile present law. 

For the taxable year 1917, individuals, partnerships, ami cot·­
porations all paid the same excess-profits ta.x. Individuals and 
partners paid surtaxe on all of their profits, whether they were 
taken out of the business or not. Corporations paid no surtax; 
and only the profits of the corporation which were distributed 
in diYidends have as yet become _subject to any surtax. As a 
matter of dollars, the corporations in1917 earned about $10,000.-
000,000. After paying their tax·es and after distributing their 
dividends they retained as undistributed profits, taxed only by 
the tax of 6 per cent which was provided, $4,000,000,000, and 
that money has been left in their treasuries. That $4,000,000,-
000 has not only escaped any surtax but under this bill they 
add the $4,000,000,000 to their capital, and under this bill 
exempt the 8 or 10 per cent-whichever form of tax it comes 
under-on the $4,000,000,000. They have kept it from paying 
any surtax to begin with; they now add it to capital, and get 
it exempted under this bill, before they pay any excess or 
war profits taxes on it now; and this is only in a very small 
way making those dollars pay what the dollars of the individual 
or partnership have already paid. It will bring in about $100,-
000,000 of revenue for this year, and it will bring in about 
$100,000,000 of revenue for next year. 

1\Ir. SIMMONS. Mr. President, I do not wish to discuss this 
amendment. I will simply say that under the definition of "in-· 
vested capital" in the bill paid-in or eaTned surplus and u.u­
divided profits constitute a part of inn~sted capital; and what 
this amendment provides is ~hat while the invested, paid-in, and 
earned surplus of every other year shall constitute part of in­
vested capital the surplus and undivided profits of 1917 shall 
not constitute a part of it. 

The PRESIDING OFFICER. The question is on the amend­
ment of the Senator from New l\1exico. 

The amendment was rejected. 
Mr. GORE. Mr. President, I wish to say that I was absent 

when certain sections were considered and adopted by the Senate 
to which I desire to offer an amendment. I have conferred with 
the chairman of the committee and have decided to ask unani­
mous consent that I may offer the amendments now. It will 
obviate the necessity of offering them in the Senate. 

The PRESIDil~G OFFICER. The Senator from Oklahoma 
asks unanimous consent to offer an amendment which will be 
stated by the Secretary. Is there objection? The Chair henrs 
none, and the amendment ·will be stated .. 



798 CONGRESSIO T ... £\.L RECORD-SEN ... t\..TE. DECE~IBER 23, 

The SECBETARY. The Senator f1·om Oklalloma offers the fol­
lowing amendment to section 311, on page 89 . 

StriKe out: 
·• {2) An amount equal to the average net income- of the corporation 

for the prewar perio<l, plus Dr m!DU13, as the case maY~ be, 10 per cent 
of the difference between the nverage invested capital tor the :[lrewa 
period and tile invested capital for the taxable year." 

And insert in lieu thereof : 
''An amount equal to the average net income of the corporation for 

the prewar period, plus or minus, aa the case may be, the same per­
centage of the difference between the average invested capital of the 
prewar period nnd the invested capital for the taxable year as the 
average net in~ome of corporations engaged in a. trade or business of 
the same general class as that conduoted. by the taxpayer for the pre­
war period was of average invested capital for the prewar period: Pro­
'f:ided, That in no en e shall such percentage exceed the percentage of 
the net income of the taxpayer for the prewar period of the average in­
ve ted capital for the prewar period." 

JUr. GORE. 1\Ir. President, I appreciate and I fully sym­
pathize with the desire of the Senate to pass this bill to-night. 
I also appreciate the difficulty, the impossibility, of the Senate 
understanding an intricate amendment of this character when 
l'ead from the desk.. I shall, however, abbreviate my explana­
tion of it, because I wish to facilitate the pas ing of the bilL 

Of course no taxation bill can realize ideal or poetic justice. 
All that we can do is approximate a crude sort of justice, avoid­
ing intended or a voidable injustice or inequalities. It some­
times happens, however, that even low taxes, if they are un­
equal, are more oppressive than high taxes if equal. Low taxes 
that di criminate in favor of one. competitor and against an­
other may ruin the one and enrich the other, whereas high taxes 
that are equal will not inflict any such imposition or burden 
u >::>n either. One of the paramount considerations in passing 
a -measure of this sort is to avoid inequality of burdens as be­
t\veen competitors in the .same industry. 

If the Senate wUl indulge me for one moment, in imposing 
the tax upon war profits we have adopted as the prewar period 
the years 1911, 1912, and 1913. Corporations have been given 
::s an €xemption the average net profits during the prewar 
period. That is, of course, a matter of obvious justice; but for 
corporations organized since the prewar period an artificial 
basis must be adopted. The committee has recommended as 
exemption for corporations organized since the pt·ewar period 
the average net profits of corporations engaged in a like_ or 
similar business. l think that is the. fairest standard which 
could have been agreed upon. 

The inequality arises, Mr. President, with respect to corpora­
tions that did business during the prewar period arid which 
have added to their investment since. the close of that period. 
The exemption allowed upon this capital newly invested is 
~mly 10 i>er cent. 

Now, take a case. Take a corporation that was doing busi­
ness during the prewar· period, making an average profit· of 20 
per cent, and let US• assume that the average profit for like 
industries is also 20 per cent. Now, a new corporation organ­
ized since the prewar period would be entitled to an exemption 
of 20 per cent, based on the average profits of like industries; 
but a concern, we will say, that was capitalized at $50,000, 
operating during the prewar period, and realizing a profit of 
20 per cent, has added $450,000 -of new capital to its business. 
Upon this $450,000 of capital newly Invested it is entitled to- an 
exemption of only 10 per cent, or $45,000. Take an entirely 
new concern which has been organized since the prewar period, 
capitalized at $500,000. It will be .allowed an exemption o:t 
$100,000, because the average net earnings of like industries 
are 20 per cent. Now, the1-e is a serious discrepancy between 
like industries. 

They may be competitors~ their plants may be just across 
the street from each other~ and yet the one, simply because it 
eXisted during- the prewar period·; is penalized to the extent of 
$55,000, and the new concern is rewarded to the extent of 
$55,000. 

Now, that i a disparity, a disproportion of burden, that 
ought not to be imposed upon competing concer.D.E. It would 
have been much better for the old concern, instead of aclding 
to its inve ted capital, to have organized a new corporation and 
capitalized it, using the new capital in that way, because upon 
this new concern it would have been entitled to a much more 
generous exemption. 

I can see how this would work serious inju1·y to au old con 
cern simply for.. being old. The amendment which I have 
offered proposes to give the ol<l concern which llas ad<led to its 
capital the same exemption upon its new capital that we give 
to a. corporation which has been organized since. the prewa.l' 
period. In other 'vords, it is to give to the old corporation an 
.exemption upon its new capital equivalent to the a.verage net 
profits of like businesses. That will place them on an equal 
tooting. 

I bad introduced an amendment which gave old corporations: 
upon the newl~ invested capital,. an exemption equ~valent to 
their average earnings during the prewar period. There is an: 
element of justice in that proposal; but there is also weight to. 
the' obJection that-a corporation having a small capital and high 
earnings which expands its capital can not or should not be 
expected to realize as high a percentage of return upon its 
expanded capital as upon its ol(lllmited capital. But it seems 
to me, Mr. President, that there can be no argum~nt against 
this proposal to give an old_ corporation upon its newly invested 
capital an exemption exactly the same as is accorded to new, 
corporations; in other words, that will allow the new corpora­
tion the average net profits of like concerns engaged in like 
business, and allow an old corporation upon its newly invested 
capital an exemption equivalent to the average profits. of llke 
concerns. . 

That places competitors on an equal footing, and does not dis­
criminate between them. It does not subject the one to an: 
unnecessary and to an unjust burden. It does not make a 
difference in the treatment of concerns where there is no real 
difference in fact to justify the different treatment. The 
amendment which I have offered accords like treatment to those 
who are substantially in like situations. This is the nearest 
approach to justice we can arrive at in tbe adoption of u com­
plicated revenue measure of this sort. 

lUr. SIID10NS. Mr. President, while the Senator from Okla• 
homa always illuminates every subject upon which he speaks, 
I do not think he expects this amendment to be adopted. I 
think the Senator knows perfectly well that if this amendment 
were adopted it would be necessary to. re-form this bill in manY: 
of its essential features. I. do not know how that could be uone 
now without sending it back to the committee. The Senator 
also knows that this proposal was pretty thoroughly thrashed 

. out in the committee, and after great deliberation there it was 
· decided: that it was impracticable. 

I hope, therefore, the amendment will not be. adopted. 
· 1\Ir: SMOOT. Mr. President, just a moment. There may be 

such a case as that cited by the Senator from Ok1ahoma; but 
if so, I call his attention to' the relief provision found in this 
bill. On page 99, under paragJ.·aph (d). line 20, there is this 
provision: 

(d) Where, as compared with representative corporations engag d in. 
a like or ·similar trade or business, the taxpayer would (under sec­
tion 326)-

That is, the invested-capital section-
be placed in a position of substantial inequality, because ot the time. 
or manner of organization, or bec~use the actual value of the assets~ 

And so forth. 
So the Senator can see that it there were such a case as cited 

by him it would fall under this relief provision. 1 

Mr-. GORE. 1\Ir. President, I . think there is a great deal o~ 
virtue in this relief provision; but,. o:f course, it is intended t~ 
meet exceptional cases-cases where the circumstances can no~ 
be standardized. 

Mr. SMOOT. That is what that would be. 
Mr. GORE. The amendments which I have oilered apply; 

· uniformly and generally to all concerns which come within the· 
same category. and I think it is better, as a. rule, where you can 
classify, to have a. uniform rule applicable to a clas~ rather 
than to rely upon making special exceptions to meet particular: 
cases. I fully approve of the relief sectiont but to meet the 
case of those enterprises which can not be reduced to l'ule or 
to standard, I think this amendment ought to have been 
adopted. I hardly expect it to be adopted at this late hour• 
though, because, ot course, the Senate has uot had an oppor .. 
tunity tp analyze it. I would not be surprised, however, to see · 
this amendment come back in the conference report, if this 
section stays in the bill. 

The PRESIDll~G OFFICER. The question, is upon agreeing 
to the amendment of the Senator from Oklahoma. 

The amendment was· rejected~ 
l\fr GORE. Mr. President, there:. is one other amendment, 

which I wish to offer. 
The PRESIDING OFFICER. The Senator from Oklahoma:. 

offers a fm·tber amendment, which will be stated by tbe Sec~ 
retary. 

The SECRET .. ARY. On page 83, it is proposed to strike out 
sections 300 and 301, as amended, and in. lieu thereof to insert 
the following: 

SEC~ 300'~ That when used in this title the term& "taxable year,"" 
"fiscal year,'L •• personal ser-yice. cQrporation," "paid or accrued,"' and 
,,: dividends. u shall have the same meaning aa provided tor the- PUl'• 
posea of income tax in sections 200' and 201, and when used in Sflcl:io.n. 
301 of this title the term "taxable income" shall mean the net income 
1n excess of the excess-profits credit determined under section 31~. 



1918. CONGRESSIONAL RECORD-SENATE. ; 799 

or the war-profits credit determined under section 311, as the case 
may be. The first taxable year for the purposes of this title shall be 
the same as the first taxable year for the purposes of the mcome tax 
under Title II. 

PAHT II-lMPOSITIO~ Oil' TAX. 

SEc. 301. (a) That in lieu of the tax imposed by Title II of the 
revenue act of 1917, but in addition to the other taxes imposed by this 
act, there shall be levied, collected, and paid for the taxable year 1918 
upon the taxable income of every corporation a tax equal to the sum 
of ' the following: 

FIRST BRACKET. 

Thirty per cent of the amount of the taxable income not in excess 
of 20 per cent of the inve ted capital. 

SECOND BRACKET. 

::51xty per cent of the amount of the taxable income in excess of 20 
per cent of the Invested capital. 

THIRD BUACKET. 

'.fhe sum, if any, by which SO per cent of the amount of the taxable 
income exceeds the amount of the tax computed under the first and 
second brackets. 

( lJ 1 For the taxable year 1919 and each taxable year thereafter there 
shall be levied, collected, and paid upon the taxable income of every 
corporation a tax equal to the sum of the following : 

FIRST BRACKET. 

Twenty per cent of the amount of the taxable income not in excess of 
20 pt>r cent of the inve ted capital. 

SECOND BRACKET. 

Fot·ty per cent of the amount of the taxable income in excess of 20 per 
cent of the invested capital. 

(.;:) For the purposes of the act approved March 21, 1918, entitled 
".An act to provide for the operation of transportation systems while 
under Federal control, for the just compem~ation of their owners, and 
for other purposes," the tax imposed by this title shall be treated as 
leviPll by an act in amendment of Title II of the revenue act of 1917. 

:\II'. GORE. Mr. President, just a moment. There are t\\o 
points in this runen<lment. One is to uefine what shall constitute 
taxnhle income. Under the existing law an<l under the pending 
bill the brackets are applied to the entire net profits of corpora­
tions. The or<linary taxpayer expects his net profits to be ascer­
tained and expects his exemption recited in the bill, of $3,000 
plus 8 per cent on tlle capital in•ested, to be subtracted from his 
net profits and then expects the bracket of 30 and GO per cent to 
be :1pplied to what is left. 

That is not the case. The exemption of $3,000 plus 8 per cent 
on the capital ipveste<l is taken from the lowest bracket, and if 
the exemption is more than the net profit under the Jow bracket 
then the remainder of the exemption is taken out of the next 
bra<:ket above that. 

So it might happen but for anotller provision. The Email con­
cerns would pay their entire tax under the GO per cent bracket. 
Take a concern-but for the provision-which I shall submit in 
a moment, capitalized at $25,000, with a net profit of $12,500. 
Tbat concern would be entitled to an exemption of $5,000, $3,000 
plus the 8 per cent on the capital stock, making an aggregate 
of $5,000. 

The a\erage taxpayer expects that $5,000 exemption to be 
taken from $12 500, the profit being $7,500, to which the bracket 
should be appli~d. Five thousands dollars of the $7,500 coming 
within the first, or 30 per cent, bracket, amounting to $1,500; 
under the Eecon<l bracket, $2,500, bearing 60 per cent, amount­
ing to $1,500, or aggregating under both brackets $3,000. 

That is not the way it is computed. Twenty per cent of the 
capital stock, or $5,000, which is the first bracket, is offset 
against the exemption of $5,000, leaving $7,500 to bear the 60 
per cent tax. I use this merely by way of illustration. 

This is the way the computation would run, but for the pro­
vision that a corporation whose net profits do not exceed $20,000 
shall pay at the rate of 30 per cent on its entire profits. The 
metho<l, however, of deducting the exemption from the low 
bracket operates against small corporations. It is less burden­
some to large corporations, but my proposal to deduct the ex­
emption from the net profits and then apply the brackets to 
the J.'emainder woul<l be just alike to the small and to the large 
corporation and woul<l avoid a burdensome discrimination. 

The PRESIDING OFFICER. The question is on the amend­
meut of the Senator from Oklahoma. 

The amendment was rejected. 
::\Ir. - JONES of Washingtor. I have an amen<lment that I 

" ·ttut to propose to paragraph C, on page 138 of the bill. I 
think when I state just briefly the situation and what it is de­
signed to meet, its merits will be perfectly clear. 

1\lr. SIMl\10NS. Clearly, the amendment should be adopted. 
The PRESIDING OFFICER. The amendment ·will be stated. 
The SECRET..lllY. On line 10, page 138, add the following 

pro,·iso: 
Provided, That where such transportation lines are in competition 

with foreign lines the tax imposed under this paragraph shall not ex­
ceed the a.mount of transportation tax to which such foreign transpor· 
tation company is subjected by its govemment corresponding to this tax. 

ML'. JONES of ·washington. lU.r. President, I think I can 
state just in a moment, so that it will appear in the RECORD, 
what this amend.nlen1 is uesigned to meet. 

We have a transportation line from Seattle, for instance, to 
points in southeastern · Alaska. The Canadian ships also go 
from Seattle to Vancouver and Victoria on the way to points 
in southeastern Alaska. They are in competition with our 
ships. I am reliably informed that their Government taxes 
them 1 per cent. If we put this tax of 8 per cent on our ships, 
it will .give the Canadian line an advantage of 7 per cent. _ 
This amendment is designed to meet a situation just like that. 

l\Ir. SMOOT. Let me call the attention of the Senator to the 
provision of the bill on page 138. I <lid not really understand 
it when the Senator presented the case to me a little while ago. 
It seems to me that if the Canadian ship started from a point 
in the United States it w·ould be taxed under the pro\ision of 
the bill as, it stands. 

Mr. JONES of ·washington. But this is what they do: They 
sell a local ticket between Seattle and Vancouver, t11en a ticket 
from· Vancouver on to a point in Alaska. 

l\Ir. FLETCHER. May I ask the Senator if the Canadian 
Government does not tax more than 1 per cent? 

Mr. JONES of Washington. All I know is what information 
I have, which is as reliable as I can get, and they claim that 
a tax corresponding to this is just 1 per cent. I thought if it 
went into conference the conferees could look into the situation 
a little more carefully than I have had an opportunity to do 
and take care of. it. 

Mr. FLETCHER. It may be possible that there is only one 
tax on that particular subject, but I do know that they [llnce 
a pretty severe tax on the income. . 

1\.fr. JONES of Washington. Thnt is probably true; but I re­
ferred to the corresponding tax. 

The PRESIDING OFFICER. The que8tion is on the amend­
ment of the Senator from \Vashington. 

The amendment was agreed to. 
The PRESIDING OFFICER. The bill is in Committee of 

the Whole nnd open to amendment_ If there be no further 
amendment-- . 

Mr. LA FOLLETTE. 1\lr. President, I desire to offel' an 
amendment in the nature of a substitute. I senti to the Secre­
tary's desk the amendment and ask to haYe it read. 

The PRESIDING OFFICER. The Senator from Wisconsin 
submits an amemlment by way of a substitUte an<l requests that 
it be read. 

Mr. LA FOLLETTE. To save the time of the Senate, as the 
amendment has been upon the desks of Senators an<l they have 
had an opportunity to examine it, I will not ask to have it r('afl 
if it is printe<l in the RECORD. It would save some two hours or 
more of the time of the Senate and advance the consideration 
and conclusion of the bill. 

The PRESIDING OFFICER. Without objection, it is so or­
tiered. 

1\lr. LA FoLLETTE's amendment was to strike out all aftel' the 
enacting clause of the bill and to insert : 

TITLE l.-GEXERAL DEFIXITIOXS. 

SECTIOX 1. That when used in this act-
The term "person" includes partnerships, corporations, and associn.­

tions, as well as indi~'iduals; 
The term "corporation" includes associations, joint-stock com­

panies, and insnmnce companies, as well as private corporations: 
The term "domestic·· when npplied to a corporation or partnership 

means ct·eated or ot·ganized in the United States ; 
The term "foreign" when applied to a corporation or partnership 

means created or organized outside the United States; 
The term "United States" when used in a geographical sense in­

cludes only the States, the Territories of Alaska and Hawaii, and the 
District of Columbia ; 

'.fhe term "Secretat·y" means the Secretary of the Treasury; 
1.'he term "commissioner" means the Commissioner of Intet·nal Rev­

enue; 
1.'he term " collector " means collector of internal revenue; 
The term "revenue act of 1916" means the act entitled "An act to 

inct·ease the revenue, and for otbet· purposes," approved September s. 
19i,1~ tet·m "revenue act of 1917 " means the ac~ entitled ".An act to 
provide revenue to defray war expenses, and for other purposes," ap­
proved October 3, 1917 ; 

The term " taxpayer " includes any person, trust, ot• estate subject 
to a tax imposed by this a.ct ; 

The term "Government contract" means (a) a contract made with 
the United States or with any department, bureau, omcer, commission, 
board or agency under the United States and acting in its behalf, or 
with any agency controlled by any of the above if the contract is fOL' 
the benefit of the United States, or (b) a subcontract made with a 
contractor performing such a contract if the products or services to 
bo furnished under the subcontract are for the benefit of the United 
States. 

TITLE 11.-lXCO~lE TAX. 

Part I.-General provisions. 
DEFINITIOXS. 

SEc. 200. That when used in this title-
The term " taxable yeat· " means the calendat· yeat·, or the fiscal 

year endin"' durin"' such calendar year, upcn the basis of which the 
net income"' is com)'mted under section 212 or section 232. ThE' term 
"fiscal year" means an accounting period of 12 months ending on the 
last day of any month other than December. The first taxable year. 
to be called the taxable yE'ar 1918, shall be the calendar year 1918 or 
any fiscal year ending during the calendar year 1918; 
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The t erm " fiduciary " means a guaxdlan, trust ee, executor., adminis­
trator, receiver, eon ervator, o.r any person acting in any fiduciary 
eapacity fo r any J.)e'r son., tru st, · or estnte ; 

The t erm · •· withholding agent" means any person required to deduct 
· an<l withhold any. tax under the provisions of section 22.1 or sec­

thm 231; 
The t erm "dividend" means any distribution made by a corporation 

out or its earnings or profits~ accrued since li'ebruary 28, 1913, and 
payable. to its shareholders or members, whether in cash or in other 
property or in s tock of. the corporation. Any distribution shall be 
deemed to have been made from earnings or- profits unless all earnings 
and profits have first been di<rtribnted. Any distribution made in the 
year ~91 or subsequent years shall be deemed to have been made from 
c>arnings Ol' pt•ofit s acCI·ued since February 28, 1913 ; but any earnings 
or pro fi t s accrued prior to l\Iareb 1, 1913, may be distributed · in stock 
diYidends or otherwise, exempt from the tax, after the earnings and 
profits accrued ince Febl"'Uary 28, 1913, have been distributed. If 
paicl in stock of the corporation, a dividend shall be considered income 
to the amount of the earnings or profits distributed. Amounts dis­
tributed in the liquidation of a corporation shall be treated as pay­
men ts in exchange. for stock, and any gain or profit realized thereby 
shall be taxed to the distributee as othec gains or pcofits. 

BASIS F OR DETERMI:SISG GADf OR LOSS~ 

· St:c. 201. That for the purpose of ascertaining the gain derived or 
loss su ·tained from the sale or other disposition of property, real, per­
sonal, or mixed, the basis shall be-

(a) In the ca. e of property acquired before March 1r 1913, the fair 
market price or value of such property as. of thn.t date ; and 

(b) In the case of property acquired on or after that date, (1) the 
c .. t thereof; or (2) the inventory value, if the inventory is made in 
a ccordance with section 202. 

UiVEXTORIES. 

SEc. 202. That whenever in the opinion of the commissioner the use 
of ir.ventories is necessary in order clearly to determine the income o{ 
any taxpayer, inventories shall be taken by such taxpayer upon such 
l>a ·is a s the commissioner, with the ap~n.·oval of the Secretary, may 
appr oye or pre cribe as most clearly refiectmg the income of the taxpayer. 

Part II.-Individuals. 
, NORliAL TAX.. • 

' SEc. 210. That in lieu of the taxes imposed by subdivision (a) of sec­
tion 1 of the revenue act of. 1916 and by section 1 of the revenue act of 
1917 tht>re shall be levied, collected, and paid for each taxable year upon 
the net income of every individual a normal ta."t o! 2 per cent of the 
antount of the net income in excess. of the credits pro-vided in section 216. 

1 SURTA..'{. 

SEc. 211. That in lieu of the taxes imposed by subdivision (b) of sec­
tion 1 of the re-venue act of 1916 and by section 2. of the revenue act of 
1917, but in addition to the normal tax imposed by section 210 of. this 
act, there shall be levied, collected. and paid fol' each taxable year upon 
the net income of every individual a surtax equal to- the sum of the 
fo1lowing: 

1 5 per cent of the amount by which the net income exceeds $5,000 and 
does not exceed $7,500. 

1 8 per cent of the amount by which the net income exceeds $7.500 and 
ooes not exceed $10,000. 
· 13 per cent o! the amount by which the net income exceeds $10,000 and 
does not exceed $15.000. 
· 20 per cent of the amount by which the net income exceeds $15,00{} an<E 
does not exceed $20,000. 

30 per cent of the amount by which the net income exceeds $20,000' and 
does not exceed $25,000. 

45 per cent of the amount by which the net income exceeds $25,000 and 
does not exceed $50,000. 

57 per cent of the amount by which the net income exceeds $50,000 and 
doe· not exceed $75,.000. 

70 per cent of the amount. by which the net income exceeds $75·,000 and 
doe_c; not e~ceed 100,000. · . · 

7G per cent of the amount by which the net income exceeds $100,000 
and does not exceed $200,000. 

7G per cent of the amount by which the net income exceeds $200,000 
and does not exceed $300,000. 

77 per cent ot the amount by which the net income exceeds $300,000 
ancl does not exceed $500,000. 

78 per cent of the amount by w-hich the net income exceeds $500.000. 
NET INCO~E DEFINED. 

SEc. 212. (a) That in tbe . case of an individual the term "net in­
com e " mE:>ans the gross income as defined in section 213, less the deduc­
tions allowed by section 214-.. 

(b ) The net income shall be computed upon the basis of th~ tax­
payer 's annual accounting period (fiscal year or calendar yeax, as the 
ca ·c may be) in accordance with tile method of accounting regularly 
C'mp!oyed in keeping the books of such tax~ayer ; but if no such method 
of a ccounting has been so employed, or i! 1t does not clearly reflect the 
income, the computation s.hall be made upon such basis and in such 
manner as in the opinion of the commissioner does clearly reflect the 
jncome. If the taxpayer's annual accounting period is other than a 
ti!'cal yeal' as defined in section 200, or if tile tll;XPaYCl" has no annual 
a ccounting pedod or does not keep books, the net mcome shall be com­
p uted on the ba is of the calendar year. 

If a taxpayer changes his accounting period from fiscal year to cal­
en<lar year, fl·om calendar year to fiscal year, or from one fiscal year to 
an other, the c et income shall, with the approval of the commissioner, 
be comput ed on the basis of such new accounting period, subject to- the 
prm·isions of section 226. 

GROSS IKCO.ME DEF1NED. 

REc. 213. That for the purposes of. this title (ex.cept as otherwise 
provided in section 233) the term "gro income"- . 

(a) Includes gains, profits, and income derived from salaries, wages, 
or compensation for personal service (including in the case of. the 
President of the United States, the judges of the Supreme and inferior 
court s of the United States, aDd all other officers and employees, 
whether elected or appointed, ot the- United States, or of any State, 
Alaska. Hawaii, or any ~olitical subdivision thereof. or the District of 
Columbia, the com_P.ensation received as sueb), of whatever kind and in 

· whatever form pa1d, Ol!' from professions. vocations, trades, businesses,.. 
commerce, or sales~ or dealings in. property, whether real or 11ersonal. 

o ing out of the 'ownership 01: use- of. or interest in such property; 
· nlso from interest .. rent, dividends, securities, or the transaction of any 
business carried on. far gain or pro.fit,. or gains or profits derived from 

~ny source- w_hatever_ The amount of all ·such items shall be included 
m the gross IDC()me for the tax.able year in which r eceived by the tax­
payer, unless, under methods of a ccounting permitted under subdivision 
(b) of se.ction 212, any such amoun ts are to be properly accounted for 
as of a dttrerent period ; but 

(b). Does not inclu?e the foiTowing items, which shall be exempt from 
ta..--ration under this tttle: 

(1) The p1·oceeds of. life in urance policies paid upon the death o! 
the insured ; 

(2~ The ~ount r~ceh-e<l by the insured as a return of premium -C>r 
premmms P.aid by ~rm under life insurance, endowment, or annuity 
c!>ntracts, ettber uurmg t he term or at the maturity of the term men­
tioned in the contract or upon surrendec of the contract · 

(3) The value. of property acquired by gift, bequest, devise, or 
~escent (but the mcome from such property shall be included in gross 
mcome); 

(4) Interest upon (a) the obligations of a State, Territory or- any 
politi~al subdivision thereof, or the District of Columbia :iSsueu Oil' 
or pnor to t~e date of the passage of this act, or (if authorized by 
law on or pr10r to the date of the passage of this act) issued within 
six months ~fte~ the p~sage of this ~ct and containing a statement of 
such authoriZation and 1ts date, or (1f issued after the passage of this. 
act). containing a statement that they are is ued for the purpose of 
funding- or- refunding any interest-bearing indebtedness outstanding on. 
the date of the passage of this act or- for: the purpose of carrying out 
a contract. entered into on or prior to the date of the passage of this 
act: Prov tded, That there shall be excluded from gross income in the 
ease. o! .any: per on owning obllgat:J-ons of State • Territories, political 
sub.diVl~lOJ?.S thereof, or the. Distnct of Columbia (the interest upon 
which IS mcluded 111 gross mcome), the intere t upon an amount of. 
such obligations the principal of which does not exceed in the aggre­
gate $5,000; or (b) securities issued under the provisions of the Fed­
era.! farm-loan act of July 17, 1916; or (c) the obligations of the 
Umted States or its posses ions. In the ca. e of obligations of the 
United • tate~ issued after September :t. 1917, the interest shall be 
exempt only If and· to the extent pronded in the act autholizing the 
issue t.hereot as amended and supplemented, and shall be excluded from 
gross lD{'OIDe only if and to the extent it i wholly exempt from tax­
ation both under this title and under Title Ill; 
• (5) The. income of. foreign governments received from in-vestments 
m the Uruted States in stocks, bonds, or other domestic securities, 
owned by such foreirn government, or from interest on deposits in 
banks. in the United States of. moneys belonging to sueh foreign gov­
ernments, or from any other source wtthin the United States ; 

(6) Amounts received, through accident or health insurance or und~r 
workmen's compensation act , as compensation for personal injuries or 

. sickness-. plus the amount of any damages received whether by suit or 
agreement on account of such injuries or sickness; · 

( 7) Income derived from any public utility or the exercise of an~ 
essential governmental function and accruing to- anY' State, Territory; 
or the District of Columbia, or an.v political subdivision ot a State or 
Territory, or income accruing to the government of. any possess-ion of 
the United States~ or any political subdivision thereof. 

Whenever any State, Territory. or- the District of Columbia, or anYJ 
political subdivision of a State or Territory, prior to September 8, 
1916, entered in good faith into a contract with any person, tbe object 
and purpose of which is to acquire, construct, operate, or maintain a 
public utility, no tax shall be levied under the provisions of this title 
upon the- income derived from the operation of su.ch public utility~ so 
far as- the payment thereof will impose a loss or burden upon su.ch 
S-tate. Territory, District of. Columbia, or political subdfvi.sinn; but this 

. provision is not intended to confer upon sucb person any financial gain 
or exeiDl)tion or to relieve such person from the payment of a tax as 
provided tor in this title upon the part or portion of such income to 

. which such person is entitled unde1· such contract; 
(8) The amount received by a person in the military or naval forces 

of the United States as salary or compensation in any form fl·om the 
United States for- active services in such forces. 

(c) In the case of nomesident alien individuals, gross income in­
cludes only the gross income from sources within the United States. 
including interest on bonds, notes, or other interest-bearina obligations 
of residents. corporate or otherwise, and including dirtdends from 
resident corporations. 

DE-DUCTIONS ALLOWED. 

SEc. 214. (a) That in computing net income there shall be allowed 
as deductions-

(!) All the ordinary and necessary expenses paid or incurred during 
the taxable year in carrying on any trade or business, including a rea­
sonable allowance for salaries or other compensation for personal 
services actually rendered. and including 1-entals OT other payments 
11-equired to be made as a condition to tbe continued use or possession 
of. property, for purposes of the trade or business, of propery to which 
the taxpayer has not taken or is not tah."ing title or in wruch he has 
no equity; 

(2) All interest paid or accrued within the taxable year on indebt­
edness, except on indebtedness incurred or continued to purchase 01:: 
carry obligations or seeurities (other than obligations of the Unite 
States issued after September 24. 191 7), the interest upon which is 
wholly exempt from taxation under this title as income to the tax­
payer, or, in the case of a nonresident alien individual, the proportion 
of such interest which the amount of his gross income from sources 
within the United States bears to the amount of his gross income from 
all sources within and without the United States; 

(3) Taxes paid or accrued within the taxable year imposed (a) by the 
authority of the United States, except income,. war profits, and excess­
profits taxes~ ot· (b) by the authority of any of its posses ions, except 
the amount of income, war profits, and excess-profits taxes allowed as a. 
credit- under section 222; or (c) by the authority of any State or Ter­
ritor:y or any county, sehool district, municipality, or other taxing ub­
divisH)n of any State or Territory, not including tho e as essed against 
local benefits of. a kind tending to increase the value of the property 
asse sed; or- (d) in the case of a citizen or resident of the United 
States, by the authority of any foreign country, except the amount of 
income, war-profits:, and excess-profits taxes allowed as a c1·edit under 
section 222; or (e) in the case of a nonresident alien individual, by the 
authority of any foreign country (ex!!ept income, war-profits, and excess­
profits taxes, and ta.x.es assessed agamst local benefits of a kind tending 
to increase the- value or the property essed), upon prop~rty or busi­
ness:, to the extent that the income from such property or business is sub-
ject to taxation tmder thL'l title ; -

(4) Lo ·ses. sustainccl and chargecl off tluring the taxable year and not 
1 
compensated for by insurance or otherwise, if incuxred in trade or busi-
ness; · 
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(G) Los. es sustain~] uttring the taxabl-e year and not compensated for 

by insurance or .otherwise, if incurred in n.ny transaction -entered into 
f~r profit, though not conn"!e-ted. '\'iitb the tmde or bn.siness ·.but 1~ i:J;le 
'ca of a nonreshlent alien in1ln{}ual only as to such transachons w1thin 
the United States; 

(6) Los es sustained during the taxable year ol property not con.necteil 
'With th~ trade or busine (but in th~ cn.Se .of -a nonresident alien lndi­
:rldu.al only property within the United States) if arising from fires, 
'storms, shipwreck, .or other casualty, or from thef~ and J! not com- · 
pen._c;ated for by insurance or otherWISe: 

(7) Debts ascertainC!d to be worthless and clhugE.'d off within the tax­
able year; 

(8) A I'.easonable allowance foz the exhaustion, wear a.nd tenr of 
property used in the trade or busine s, but in the. case of a n.onresident 
a.llen indlvilluaJ only a to prope!'ty within the Uruted States; .. 

(0) In the case of buildings, maehinery, equipment, .or other faeiltties, 
'constructed, erected. instaJl€<1., or acquired, on or after April 6, 1017, 
for the production f articles contributing to the prosecution .of the 
present · war, :there may be allowed Il .reasonable _deduction for too 
amortization ~f such part -<>f the cost of such facilities as bas been 
borne by the taxpayt>r, but not sgain including amountg otherw~ 
allo\YCd under this title for depreciati.on, ahaustion, or wear .and tear. 
At any time within three years after the te1·mination of tbe present war 
with th•.! Imperial German Government .as declared by proclamation of 
the President, the commissionl')r may, Ilnd .at the request of the tax­
payer shall, reexamine the J;eturn, and 1l he then finds as a result of an 
appraisal or from other eVldence tbilt the deduction orlglnally allowed 
wa. incorrect. the necessary adjustment of the taxes for the year or 
years affected shall be made .and the amo11nt of tax due upon such re­
adjustment, if any, shall be paid upon notice and demand by the col­
lector or the amount of tax oTerpaid, it any, 'Shall be credited or re­
funcled to the taxpayer in acrordanee with th.e provisions of section 252. 
In the case of a ·nonresident allen individual this deduction shall be 
allowed only as to fncilitlea within the United :States_ In no case shall , 
the deduction allowed under this paragral}h exceed 25 per cent of the 
taxpayer's net inoome as computed with.out the ·benefit of this paragraph 
or pam-graph (11) : 

(10) (a) In the case -<>f oil and gas wells a reasonable allowance for 
.actual reduction in flow and production to be ascertained not by the 
flush flow, bot by th£ settled production or r~"Ular flow; (b) in "the 

1 case of mines a l"ea.sonable allowance for depletion; 1( c) in the case of 
' mines, on and gas wells, other natural depos1ts and timber, a .reasonable 
allowance for depr-eciation of imprO>ements; such reasonable allowance 
in all the abo-ve cases to be made aeeording to the 'Peculiar eonditions in 
each case and under rules and regulathms to be prescribed by the -com­
m1ssloner with the approval of the Secretary. I.n the-ca e of lea s the 
·d-eduetions allowed by this paragraph shall be equitably apportioned 
between the les or and lessee. In the case of n nonresident alien indi­
vidual deductions untler th.L9 paragraph shall be allowed only as to prop­
ert~· within the United State ; 

(11) Contributions or gifts made within the taxable year to corpora­
tions organized and operated exclusively for religious, charitable, scien­
tific, or educational purposes, or for the prevention of cruelty to chlldren 
or a.n1.m.als, no part of the net earnings of which inures to the benefit of 
any private stockholder or !.ndtvldual, or to the special fund for voca­
tional rehabilitation authorized by section 7 of the vocational rehabilita­
tion act, to an amount not in excess of 15 per cent of the taxpayer's net 
income as computed without the bene1it of this paragraph. Such ·COn­
tributions or guts shall be ·allowable -as deductions only U: verifieil under 
rules and regulations prescribed by the commissioner. with the approval 
of the Secretary. In the case of a nonresident .alien indlvidual this 
deduction shall be allowed only as to contrib11tions or gifts made to 
domestic corporations, or to SU('h vocational rehabilitation fund. 

(b) In the case of a nonresident alien 'individual the deductions 
allowed 'In para. graphs (1), (4), (7). •(8), (9), and ~0) ot subdivision 
(a) shall be .allowed only If and to the <extent that are conneeted 
with a trade or business carried on within the United tates ; -and the 
proper apportionment ancl -allocation of the deducti.ons with res;pe<.'t to 
trade or ·business within and without the United States shall be (leter­
mined under rule and regulations -prescribed by the commissioner with 
the .approTa.l of the Secretary. 
I ITEMS NOT DE.DGCTillLE-

!' SEc. 21G. Tlu!.t in co-mputing net income ·no deduction shall in any 
,ca c be .allowed in re pect of-
.· {n) Personal, living. or family expenses; 
1 (b) Any amount p.aid out for new buildings or for permanent im­
. p.rovements or betterments made to !increase the value of any _property 
or f'State; 

1 (c) Any amount expended in restoring property or in making good 
the exhaustion thereof for which an allowance is or has been made ; or 

1 (d) Premiums ·paid on any Ufe insurance policy c.overi:ng the life of 
any officer or employee, or of any per~on financially interested in any 

1 trade or busine s carcied ou by the taxpayer, when the taxpayer or 
'anyone financially interested ;in such trade or bus:illess is a txmcfteialy 
:under such policy. 

CliEDITS .ALLOWED-

. S.&c. 210. That fo1· the purpose ()f the n-ormal tax only there shall be 
· nllowed the following credits : 
1 (a) The amount received as dividends from a corporation which is 
taxable u:nder this tiUe upon its uet in~e ; 

J ~b) The amount received as interest upon obligations of the United 
States, any State, Territory, any political subdivision thereof, or the 
District of Columbia, which is included 1n gross income rnnder .:sec­

' tlon 213: 
1· ·(c) In the case of a. single person, ·a personal exemption of .$1,000, 
or in the ease of the head of a family or a married person living -with 

!husband or wife, a personal exemption of $2,000. A husband and wife 
living together shall receive but one personal exemption of $.2,000 
against their aggregate net income; and in ease they mske separate 
returns, the personal exemption of 2,000 may he taken by either <1r 

,(livide{} between them: 
1 (d) Two hundred dollars for each _peJ:Son (other tlm.n husband or 

!.wife) dependent upon and rceehin.g bls chief support from the tax­
payer, 1f such dependent person is under 18 years ot -age or is in-

l
.capable of selt-support because mentally or ;physieally defecti-ve. 

(e) In the ca-se of a non-resid:ent allen indlrtdual who ls a citizen 
'or subject 'Of a country which imposes an in~~ tax, tbe credlts .Illlowed 1

1
:tn S-ubdivisions (c) and (d) shall be allowed .only il sueh eomrtry -allows 
n simUar credit to citizens ~f th~ Unltoo States not residing in such 

;r;ountry, 

NO--RESIDEXT ALIEXS-ALLOWAXCE OF DEDGCTIONS AXD CREDITS. 

SEC . .217. That a nonresidPnt alien individual shall receive the benefit 
of the de<luetions and credits a1iowed in this title only by filing or 
causin~ to be filed with the collector a true and aecurate return of his 
total mcome received from -all ources corporate <>r .otherwise in the 
United States. in the manner prescribed by this title, including therein 
all th~ information which the commissioner may deem necessary for 
the .calculation of .snell d-eductions and credits: Provided, That the benefit 
of the credits allowed in subdi-visions (c) and (d) of section 216 may. 
in the discntion of the eommis ioner, and exeept as otherwise provided 
in subdivision (e) of that ection, be receivoo by filing a claim therefor 
with the withholding agent_ In case ~f failure t~ file a return, the 
collecto1' shall collect the .:tax ·On such income, and an property belong­
ing to such nonre ident allen individual shall be Hable to distraint 
to~· the tax. 

PAllTh-zRS. 
SEC. 218. (a) That individuals carrying on business in partnership 

· shall be liable for inc-ome tax only in their individual capacl.ty. There 
shall be included in eo.mputing the net income of each partner hls dis­
tribnti ve share, wheth-er -distributed or not, of the net income of the 
partnership for the taxable year, ()r, if his net income tor such taxable 
year is computed upon the basis .of a period dlfferent from that upon 
the basis of which the net income of the partnership is computed, then 
his distributi-ve share .ef the net income of the partnership fo.r the last 
snnual acconnting period of the partnership prior to the close of the 
fiscal or calendar yeru.· upon the basis of which the partner's net income 
is (:Ompllted. 

The partner shall, for the purpose of the normal tax., be allowed as 
credits, in addition to the credits allowed to him under section 216, 
his proportionate share of such amounts specified in subdivisi<>ns (a) 
and (b) of section 216 as are received by the ,partnership. · 

(b) If a fiscal year .of a partnership ·ends during a. calendar year 
for which the rates of tax differ from those for the preceding .calClldar 
year, then (1) the rates for such preceding calendar year shall applir 
to an -amount -<>f ~ach partner's share o! sueh partn.ership net .income 
equal to the proportion which the part of snell 1lscal year falling withilt 
sucll ealendar year bears to the full fi cal year, and (2) the rates for 
the calendar year dnring wbieh such fl eal year ends shall apply to the 
remainder_ 

(c) In the case of an individual member of a partnershlp. which 
makes return for a fiscal year beginning in 1917 and ending in 1.918, 
his proportionate share .of .any excess-pro.fits tax imposed upon the 
partnership under the re-venue aet of 1917 with respect to that part of 
such fiscal year falllng in 1917 shall, fo.r the purpose of determining 
the tax imposed by this title, be credited a~ainst .that portion of the net 
lnc.ome 1!mbraced in his personal return xor tbe taxable yea.r 1'918 to 
which tbe rates tor 1917 apply. 

(d) The net income .of the partnership shall be comp11tcd in the same 
manne1· and on the same basis a.s provided in section 212, except that 
the ded11ction pro-vided in paragraph (11) of subdivision (a) of secti{)n 
214 shall not be allowed. 

ESTATES AND TRUSTS. 
SEC. 21.9. (a) That the tax imposed by sections 210 and 211. shall 

apply to the incnme of estates or of any kind of property held in trust, 
including-

(1) Income received by -estates of deceased persons du:ring the period 
of administration or settlement of the estate; 

·(2) Income acen.mulated in trust :for the benefit of unborn or unas~ 
certailned persons or persons with ·contingent interests ; 

(3) Income held for future distribution under the terms of the wilL 
or ·trust ; and 

(4) Income which ls to be cllstl1buted to the beneficiaries periodicall7,• 
whether or not at .regular intervals_ 

(b) The fiduciary shall be responsible for making the return of in­
come for the estate or trust for which he acts. The net income o! the 
.estate or trn.st hall ·be computed 1n the same mann~r and .on the same 
basis as provided in .section 212; and in cases under paragraph ( 4) of 
.subdivision (.a) of this section the fiduciary shall include in the return 
a statement of ·each beneficiary's distributiYe share of such net in· 
eome, whether or n.ot distribute{} before the close of the taxable year for 
which the return is made. . 

(c) In cases under paragraph (1), (.2), or (3) of subcllvision (a) 
the tax shall be imposed upon the net income ()f the .estate or trust and 
shall be paid by the fiduciary. 1n such cases :the estate or trn.st shall,· 
for the purpose of the normal tax. be ullowed the same credits as .arc 
anow.ed to single persons under section 211J. 

(d) In ea-ses nnder paragmph ( 4) of su1Jilivis1on (a) the tax shall 
.not be paid by the fiduciary, lbut there shall be included in com1ll1ting 
the net income of each beneficlary his distti9utive .share, \Vhether di~­
trib1lted or not, of the net income of the estate or trust for the ta.x.al>le 
year, or., if his net income for such taxable yem- is computed upon the 
ba:sis of .a period different from that upon the basis of which the net 
income of the estate or trn.st ts computed, then his distributive share 
of the net iucome of the .estate or trust for the last annual accounting 
period of such estate or trust prior to the close of the fiscal or calendar 
year upon the basis of which such bencllciary's net income is .computed. 
In such cases the beneficiary shall, for the purpose of the normal tax, 
be allowed as crooits Jn addition to the credits allowoo to him under 
~on .2.16, his pt'.()portionate sh:ue of such amounts specified in sub­
di'Visions (a) and (b) of section 216 as :are recetved by the estate or 
trust. 

UNDISTRIBUTED PROFITS SUBJECT TO SURT.-L"!:. 

SEc. 220. That for the purpose of the surtax, the net income of any 
individual lneludes the share to which be would 'be entitled of tbe gains 
and profits, 1.f divided 'Or distributed, whether divided or distributecl 
or not, of all corporations, however ereatoo or organized, f~rmed or 
fraudulently availro of for the p11~se <>f preventing th.e imposition .of 
such tax through the medium of permittln a such gains and profits to 
a-ccumulate instead of being divided or distributed; and the fact that 
any su-ch corpo1·a:tion 1s a mere ho-lding company, or tbat the gains and. 
profits .are permitted to accumulate beyond the reas.onable needs of the 
buslness, shall be prima lacie eTidenee -of a fraudulent purpose to e cap~ 

-lmeh tax; but the t.a.ct that the gains and profits .are in .an:y ease !per­
mitted to aecumulate and beeome surpln.s shall not be construed as evi­
dence of a purpose to -esea1>e the tax in .such ease unless the Secretary 
.c.ertifi.es that in ihlB opinion such accumulation is unr-easonabl-e for tile 
purposes .of the business. '\\<"hen .requesteil by the commissioner, or 
any collector. every corporation .shall forwal'<l to him a correct .state­
ment of socll gains and profits and the names and :addresses of the 
individuals or shareholders who would be entitled to the same if 
divided or distributed, and of the amonnts that would be payable to each, 
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PA YMEXT OF TAX AT SOURCE. 

SEc. 221. (a) ~hat al.l inl~iviuuals, corporations, and partnersllips, 
in whatever capacity acting, wcluding le sees or mortgagors of real or 
personal property, fiduciaries, employers, and all officers and employees 
of the United States, having the control, receipt, custody, uisposal, or 
payment, of interest, rent, salaries, wages, premiums, annuities, com­
pensations, r emunerations, emoluments, or other fixed or determinable 
annual or periodical gains, profits, and income, of any nonresident 
alien individual (other than income receiv€d as dividends from a 
corporation which is taxable under this title upon its net income) shall 
(except in the . cases provided for in subdivision (b) and except as 
otherwise provided in regulations prescribed by the commissioner under 
section 217) deduct and withhold from such annual or periodical gains, 
profits, and income a tax equal to 12 per cent thereof. 

(b) In any case where bonds, mortgages, or deeds of h·ust, or other 
sim.ilar obligations of a corporation cont~in a co-ntract or provision by 
wh1ch the. obligor agrees to pay any portion of the ·tax imposed by this 
title upon the obligee, or to reimburse the obligee for any portion of 
the tax, · or to pay the interest without (}eduction for any tax which 
the obligor may be required or permitted to pay thereon or to retain 
therefrom under '\ny law of the United States, the obligor shall deduct 
and withhold a tax equal to 2 per cent of the interest upon such bonds 
mortgages, deeds of trust, or other obligations, whether such interest is 
payal>le annually or at shorter or longer periods and whether payable 
to a nonresident alien individual or to an individual citizen or resi­
dent of the United States. Such deduction and withholding shall not 
be required in the case of a citizen or resident entitled to receive such 
interest if he files with the withholding agent on or before·February 1 
a signed notice in writing claiming the benefit of the credits provided 
in subdivisions (c) and (d) of section 216; nor in the case of a non­
resident alien individual if so provided for in 1·egulations prtscribed by 
the commissioner under section 217. 

(c) EYery individual, corporation, or partnership required to deduct 
and withhold any tax under this section shall make return ·thereof on 
or before l\Iarch 1 of- each year and shall on or before June 15 pay 
the tax to the official of the United States Government authorized to 
receive it. E>ery such individual, corporatipn, or partnership Is hereby 
made liable for such tax and is hereby indemnified against the claims 
and demands of any individual, corporation, or partnership for the 
amount of any payments made in accordance with the proyisions of 
this section. · 

(d) Income upon which any tax is required to be withheld at the 
scurce unqer this section shall be included in the return of the recipient 
of such income, but any amount of tax so withheld shall be credited 
against the- amount of income tax as computed in such return. 

(e) If any tax re<J.uired under this section to be ucducted anu with­
held is paid by the recipient of the income, it shall not . be re-collected 
from the withholding agent; nor in cases in which the tax is so paid 
shall any penalty be imposed or collected from the recipient of the in­
come or the withholding agent Jor failure to return or pay the same, 
unless such failure was fraudulent and for the purpose of eyading 
payment. 

CREDIT FOR FOREIGN TAXES. 
SEC. 222. (a) That in the case of a citizen of the united States, the 

tax computed tmdct· this title shall be credited with the amount of any 
income, war-profits and excess-profits taxes paid during the taxable 
:-,-ear to any foreign country, Porto Rico, or the Philippine Islands, upon 
income derived from sources therein, including in the case of a member 
of a partnership or a !Jene.ficiary" of an estate or trust his proportionate 
share of such taxes so paid during the taxable year by the pa1·tnership 
or by the estate or trust. · 

(b) In the case of an alien · r csident of the United States who is a 
citizen or subject of a country which imposes income, war-profits or 
excess-profits taxes, n like credit shall be allowed · if st1ch country 
allows a similar credit to citizens of the united States residing in such 
country. 

(c) The credits allowed in subdi>isions (a) and (b) shall be allowed 
only if the taxpayer furnishes evidence satisfactory to the commis­
sioner showing the amount of income received from sources within 
such foreign country, Porto Rico. or the Philippine Islands, as the case 
may be, and all other information necessary for the computation of 
such credits. 

INDIVIDUAL RETURXS. 

SEC. 223. That every person having a net income for the taxable 
:rear of 1,000 or over if single or if married and not living with hus­
band or wife. or of $2,000 or over if married and living with husband 
or wife, shall make under oath a return stating specifically the items 
of his gross income and the deductions and credits allowed by this title. 
If a husband and wife living together have an aggregate net income of 
*2,000 or over, each shall make such a retm·n unless the income of each 
is included in a single joint return. 

If the taxpayer is unable to make his own return, the return shall 
be made by a duly authorized agent or by the guardian or other person 
charged with the care of the person or property of such taxpayer. 

PART!'<"ERSHIP RETURNS. 
SEC. 224. That every partnership shall make a return for each tax­

able year, stating specifically the items of its gross income and the de­
ductions allowed by this title, and shall include in the return the 
names and addresses of the individuals who would be entitled to share 
in the net income if distributed and the amount of the distributive 
share of each indi>idual. The return shall be sworn to by any one of 
the partners. 

FIDUCIARY RETURNS. 

SEc. 225. That e>ery fiduciary (except receivers appointed by au­
thority of Jaw in possession of part only of the property of an individ­
ual) shall make under oath a return for the individual, estate,, or trust 
for which he acts (1) if the net income of such individual is $1,000 or 
over if single or it married and not living with husband or wife or 
$2,000 or over if married and living with husband or wife, or (2~ if 
the net income of such estate or trust is $1,000 or over or if any bene­
ficiary of such estate or trust is a nonresident alien, stating specifically 
the items of the gross income and the deductions and credits allowed 
by this title. Under such regulations as the commissioner -with the 
approval of the Secretary may prescribe. a return made by one of two 
or more joint fiduciaries and filed in tbe district where -such fiduciary 
resides shall be a sufficient compliance with the above requirement. The 
fiduciary shall make oath that he has sufficient knowledge of the affairs 
of such individual. estate. or trust to enable him to make the return, 
and that the same is, to the best of his knowledge and belief, true and 
correct. 

Fiduciaries required to make returns under this act shall . be subject 
to all the provisions of this act which apply to individuals. 

RETUllXS WHEX ACCOUXTIXG PERIOD CHAXOED. 

SEc. 226. 'rhat i.f a taxpayer, with the approval of the commissioner 
changes the basis of computing net income from fiscal year to calendar 
year a separate return shall be made for the period between the close 
of the last fiscal year for which return was made and the following 
December 31. If the change is from calendar year to fiscal year, a sepa­
rate return s.hall be made for the period between the close of the last calen· 
dar year for which return was made and the date designated as the close ot 
the fiscal year. If the change is from one fiscal year to another fiscal 
year, a separate return shall be made for the period between the close 

. of the former fiscal year and the date designated as the close of the new 
fiscal year. If a taxpayer making his first return for income tax keep9 
his accounts on the basis of a fiscal year, he shall make a separate re­
turn for the period between the beginning of the calendar year in which 
such fiscal/ear ends and the end of such fiscal year 

· I!! all o the !lbove cases the net Income shall ·be computed on thP. 
basis ?f such perwd for wh.ich separate return is made, and the tax shall 
be paid thereon at the mte for the calendar year in which such period 
is included; and the credits provided in subdivisions (c) and (d) of 
section ~16 shall be reduced, respectively, to amounts which bear tho 
same ratio to the full credits provided in such subdivisions as the number 
of months in such period bears to 12 months. 

TIME AND PL.ACE FOR FILING RETUllXS. 

SEc. 227. (a) That returns shall be made on or before the 15th clay 
of the third month following the close of the fiscal year; or, if the re­
turn is mad0 on the basis of the calendar year the.n the return shall 
be made on o.;.o before the 15th day of March. 'The commissioner may 
~rant a reasonable extension of time for filing returns whenever, in his 
JUdgment, good cause exists, and shall keep a record of every such exten­
sion and the reason therefor. Except in the case of taxpayers who are 
abroad, no such extension shall be for more than two months. . 

(b) Returns shall be made to the collector for the district in which is 
located the legal reside~ce or principal place of .business of the person 
making the return ; or, 1f he bas no legal residence or principal place of 
business in the United States, then to the collector at Baltimore, Md. 

UNDERSTATE:llENT IN RETURNS. 

. SEc. 228. That if the collec~or or deputy collector has r eason to be­
lleve that the amount of any wcome returned is understated he shall 
give due notice to the taxpayer making the return to show cause why 
the amount of the return sh~uld not be increased; and upon _proof of 
the amount understated, may mcrease the same accordingly. Such tax­
p~ye.r .may fu~nish sworn testimony to prove any relevant facts and if 
di~sabs.fied w1th. the <;Iecision of the collector may appeal to the com­
Dllssio;ner for his dec1slon, under such rules of procedure as may be · 
prescribed by the commissioner, with the approval of the ecrctary. 

Part III.-Oorporat io118. 

TAX 0.'; CORPOR.ATIOXS. 

SEC. 230. 'l'hat, in Ueu of the taxes imposed by section 10 of "the 
rcve.nue act of 1916, as amended by the revenue act of 1917, and by 
se~t10n 4 of the revenue act of Hl17, then~ shall be levied, collected, and 
pa1d for each taxable year upon the net mcome of every corporation a 
tax, as follows : 

(a) In t~e case .of a domestic corporation 18 per cent of the amount 
of the net m come m excess of the credits provided in section 236 : Pro­
vided, That the rate shall be 12 per cent upon so much of this amount as 
does not exceed the sum of (1) the amount of dividends }>aid during the 
taxa~le year, plus (2) th~ amount paid during the taxable year out of 
ear_nrnt?S or profits in discharge of bonds and other interest-bearing 
obligations outstanding prior to the beginning of the taxable year plus 
(3) the amount paid during the taxable year in the purchase of obliga­
tions of the United States issued after September 1, 1918 ; and 

(b) . In the case of a foreign corporation 18 per cent of the amount 
o~ the net income in excess of the credits provided in section 236 : Pro­
V!ded, That the rate shall be 12 per cent upon so much of this amount 
as does not exceed the sum of (1) the amount of dividends paid during 
the taxable year to citizens or residents of the United States or to domes­
tic corporations or partnerships, plus (2) the same proportion of the 
amount paid during the taxable year out of earnings or profits in <lls­
cha~·ge. of bonds or other interest-.bearing obligations outstanding at the 
begmmng of the taxable year which the amount of gro s income of the. 
corporation from sources within the United States bears to the amount 
of its gross income from all sources within and without the United States 
plus (3) the amount paid during the taxable year in the purchase or 
obligations of the United States issued after September 1, 1918. 

CO:XDri'IOXAL A:\D OTIIER EXEMPTIONS. 

SEc. 231. That the following organizations shall be exempt from taxa­
tion under this title-?) Labor, ag1·icultural, or horticultural organizations; 
s~~s fllutual savings banks not having a capital stock r epresented by 

(3) Fraternal beneficiary societies, orders, or associations, (a) oper­
ating under the lodge system or for the exclusive benefit of the members 
of a fraternity itself operating under the lodge system, and (b) -provid­
ing for the payment of life, sick, accident, or other benefits to the mem­
bers of such society, order, or a sociation or their dependents; 

(4) Domestic building and loan associations and cooperative banks 
without capital stock organized and operated for mutua purpo es and 
without profit ; 

(5) Cemetery companies owned and operated exclusively for the bene­
fit of their members; 

(6) Corporations. organized and operated exclusively for religious, 
charitable, scientific. or educational purposes, no part of the net earn­
~a~a~~ which inures to the benefit of any private stockholder or indi-

(7) Business leagues.z chambers of commerce, or boards of trade, not 
organized for profit ana no part of the net earnings of which inures to 
the benefit of any private stockholder Ol' individual; 

(8) Civic leagues or organizations not organized for profit but oper­
ated exclusively for the promotion of social welfare; 

(9) Clubs organized and operated exclusively for pleasure, rect·eation, 
and other nonpro.fitable purposes, no part of the net earnings of which 
inures to the benefit of any private stockholder or member; 

(10) Farmers' or other mutual hail, cyclone. or fire insurance com­
panies. mutual ditch or irrigation companies, mutual or cooperative 
telephone companies, or like organizations of a purely local character, 
the income of which consists · solely of assessments, dues, and fees col­
lected from members for the sole purpose of meeting expenses ; 
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(11) Farmers'. frult grower ', or like associations, or:::anized and op­
erated as sales agents for the pun){)se of marketing the products of 
members and turning back to them the proceeds of sales, less the neces­

. sary selling expenses, on the basis of the quantity of p1·oduce furnished 
, by them; 

(12) CorporaUons organized for the exclusive purpose of holding 

1
'title to property, collecting income therefTom, u.nd turning over the en­

~ tire amount thereof, less expenses, to .an organization which itsdf is 
.exempt from the tax imposed by this title; . 

, (13) Federal land banks and national f~J,rm-loan associations as pro-
Vided in section 2G of the act approved July 17. 1916. entitled "An act 
to provide capital for agricultural development, to cre.ate standar~ forms . 
of investment bn.sed upon farm mortgage, to equalize rates of rnterest 
upon farm loans, to furnish a market for United States bonds. to create 

I Government depositaries and financial agents for the United States, and 
for other purposes"; · 

(14) Joint-stock l.and banks as to income deri~ed from bonds or de-

l 
bentures of other joint-stock land banks or any Federal land bank be­
longing to such joint-.stock land bank. 

!.'ET I~COME DEFINED. 

SEC. 232. That ln the case of a corporation the term " net income" 
. mean the gross income as defined in section 233 less the deductions 

I allowed by section 234, and the net income shall be computed on the 
snme ba is a is pro;ided in subdivision {b) of section 212 or in section 
226. 

GROSS INCOUE DEFINED. 

SEc. 233. (a) That in the case of a corporation the term "gross in­
come " means the gross income as defined in section 213. except that-

( 1) In the case of llfe insurance companies there .sb.all not be in­
cluded In gross income such portion of any actual premium received 
from any individual policyholder within the taxable year as is paid 
back or credited to or treated as an abatement of premium of such 
policyholder within the taxable year. 

(2) Mutual murine tnsurauce companies shall inelucle in g1·oss in­
come the gross premiums collected and received by them less amounts 
paid for reinsurance. 

(b) In the case of a foreign corporation gross income includes only 
the gross income from sources within the United States, including the 
intere t on bonds notes or other interest-be.arin~ obligations of resi­
dent·. corporate or otherwise, and including di~idend from resident 
corporn tions. 

DEDUCTIOXS ALLOWED. 
SEc. !!34. (a) That in computing the net income of a corporation 

subject to tho tax impo ed by section 230, there shall be allowed ns 
cleductions : . 

(1) All the ordinary and necessary expenses paid or incurred durrng 
the taxable year in carrying on any trade or business, including a rea­
sonable allowance for salaries or other compensation for personal serv­
ices nctually rendered, and i!lcluding renta~s or other payments re­
quired to be made as a c<lnditiOn to the contmued use or possession of 
property to which the corporation has not taken <lr is not taking title, 
or in which it has no equity; 

(2) All interest paid or accrued within the taxable ye.ar on its in­
c:lebtedness, or, in the ease of a foreign c<lrporation, the proportion of 
such interest paid which the amount of its gross income from S{)lU'ces 
within the United States bears to the amount of its gro s income from 
nn S{)Ul'CCS within and without the United States; 

{3) Taxes paid or ncerued within the taxable year impo. ed (a) by 
the authority of the United States, except income, war-profits and ex­
ces -profits taxes; or (b) by the authority of any of it possessions, 
except the amount of income, war-proiits and excess-profits taxes al­
lowed as a credit under section 238; or (c) by the authority of any 
Stntc or 'ferritory, or any county, chool district, municipality or 
other taxing subdi>ision of any State or Territory, not including those 
assessed against local benefits; or (d) in the case of a domestic cor­
poration, by the authority of any foreign country, ~xcept the runount 
of lncome..t war-profits 11.nd t>xcess-profits taxes .allowed as a credit under 
section 2<58 : Provided, That in the case of obligors specified in subdi­
vision (b) of section 221 no deduction for the payment of the tax 
impo ed by this title or any other tax pnid pursuant to the contract or 
provision referred to in that subdivision shall be allowed ; 

( 4) Losses sustained and charged olr during the taxable rear and not 
compen ated for by insurance or otherwi e ; 

{5) Debts ascertained to be worthle s and charged off within the 
:taxable year ; 

(Cl Amounts receive<l as dividends from a corporation which is 
taxall!e under this title upon its net income; 

(7) A reasonable allowance for the exhaustion or wear and tear of 
propt-rly used in tho trade or business, but in the case of a foreign 
corporation only as to property 'vi thin the United States; 

(B) In the case of buildings, machinery, equipment, or other facili­
ties. constructed, erected, installed, or acquired, on or after April (1, 
1917, for the production of articles contributing to the prosecution of 
the pre ent war, there may be allowed a reasonable deduction for the 
amortization of such part of the cost of such facilities as bas been borne 
by the taxpayer, but not again including amounts otherwise allowed 
under this title for depreciation, exhaustion, or wear and tear. At any 
time wlthln three years after the termination of the present war with 
·the Imperial German Government as declared by proclamation of the 
President, the commissioner may, .and at the request of the taxpayer 
shall, reexamine the return, and if he then finds as a result of an ap­
praisal or from other evidence that the deduction originally allowed 
was incon·ect, the necess:u·y adjustment o.f the taxes for the year or 
years alrected shall be made and the amount of tax due upon such read­
justment, if any, shall be paid uEon notice and demand by the collector, 
or the amount of tax overpaid, f any, shall be creditE.'d or re.funded to 
;the taxpayer in accordance with the provisions of section 252. In the 
case of a nonresident alien individual this deduction shall be allowed 
only as to facilities within the United States. In no case shall the 
'deduction allowed under this paragraph exceed 25 per cent of the 
taxpayer's net income as computed Without the benefit of this para­
graph; 

(9) (a) In the case of oil and gas wells a ren.sonable allownnc~ for 
actual redut:tion in flow and production to be ascertained not by the 
tlush flow bnt by the settled production or re.,"Ular flow; (b' in the case 
of mlneJ a reasonable n.llowance for depletion; (c) in the case of mines, 
oil and gas wells, other natural deposits anu timber, a reas<lnable 
allowance for depreciation of improvements; such reasonable allow­
ance in all the above cases to be made accor<ling to the peculiar con­
illtlons in each case and under rules and regulations to be prescribed 
by tbe com!Ilissioner with the approval of the Secretary. In the case 
of lenses ihe deductions allowed by this paragraph sball be equitably 

apportioned between the lessor and lessee. In the '('ase of a foreign 
co1·poration the deductions under this paragraph shall be allowed only 
as to property within the United States ; 

(10) In the case of insurance companies, in addition to the above: 
(a) The net addition required by law to be · made within the taxable 
year to reserve funds (including in the {!ase of assessment insurance 
companies the actual deposit of sums with State or Territorial officers 
pursuant to l.aw as additions to guarantee or reserve funds) ; and (b) 
the sums other than dividends paid within the taxable year on policy 
and annuity contracts ; 

(11) In the case of corporations issuing policies covering life, health, 
and accident insurance combined in one policy issued on the weekly 
premium payment pl.an continuing for life and not subj~t to cancella­
tion, in addition to the above, such portion of the net addition (not 
required by law) made within the taxable year to reserve funds as 
the commissioner finds to be required for the protection of the holders 
of such pollcies only ; 

(12) In the case of mutual marine insurance companies, there shall 
be allowed, in addition to the deductions allowed in paragraphs (1) 
to (10), inclusive, amounts repaid to policyholders on account of 
premiums previously paid by them, and interest paid upon such amounts 
between the ascertainment and the payment thereof· 

(13) In the case or mutual insurance companies (other than mutual 
life or mutnai marine insurance companies) requiring their members to 
make premium deposits to provide for losses and expenses, there shall 
be allowed, in adcl,ition to the deductions allowed in paragraphs (1) 
to (10), inclusive, the amount of premium deposits returned to their 
p{)licyholders and the amount of premium deposits retained for the 
payment of l<lsses, expenses, and rernsurance reserves. 

(b) In the case of a foreign corporation the deductions allowed in 
subdi;ision (d), except those allowed in paragraphs (2) and (3), shall 
be allowed only if and to the extent that they are connected with a 
trade or business c!lrried on within the United States; and the proper 
apportionment and allocation ol the deductions with respect to trade 
or businE>..ss within and without the United States shall be determined 
under rules and regulations prescribed by the commlssione1· with thi 
nppro-.al of the Secretary. · 

ITEMS NOT DEDUCTIBLE. 
SEC. 235. That in computing net income no deduction shall in any 

c.a e be allowed in respect of any of the items specified in section 215. 
CREDITS .U.LOWED. 

SEC. 236. That there shall be allowed the following credits : 
(a) The amount received as interest upon obligations of the United 

States, any State, Territory, any political subdivision thereof, or the 
District of Columbia, which is included in gross income under sec­
tion 233; 

(b) 'l'he amount ot any war-profits or excess-profits taxes imposed by 
act of Congress for the same taxable year : Provided, That in the ease 
of a corporation which makes return for a fiscal year beginning in 1917 
and ending in 1918, the portion of the excess-profits tax specified in 
clause (1) of section 335 shall be credited against that portion of the 
net income specified in clause (1) of section 239, and the portion of 
the wa1·-profits or excess-pJ•oflts tax specified in clause (2) of section 
335 shall be credited against that portion of the net income specified in 
clause (2) of section 239. 

. PAYME:XT OF TA.X AT SOURCE. 
SEC. 237. 'l'hat in the case of foreign corporations not engaged in 

trade or busine s within the United States and not having any office or 
place of business therein, there shall be deducted and withheld at the 
source iu the same manll€r and upon the same items of income as is 
provided in section 221 a tax equal to 18 per cent thereof, and such tax 
shall be returned and paid in the same manner and subject to the same 
conditions as pro;idcd in that section : Pro,;idea, That in the ease of 
interest described in subdivision (b) of that section the deduction and 
withholding shall be at the rate of 2 per cent. 

CREDIT FOR FOnE1G~ TAXES. 

SEC. 238. 'l'hat in the case of a domestic corporation the total income, 
war-profits, and excess-profits taxes imposed for the taxable year by 
.act of Congress shall be credited with the amount of any income, war­
profits, and excess-profits taxes paid dm·ing the taxable year to any for· 
eign country, Porto Rico, or the Philippine Islands, upon income derived 
from sources therein. · 

This credit shall be allowed only il the tn.x.paye1· furnishes evidence 
satisfact<lry to the commissioner showing the amount of income received 
from sources within such fot·eigu countrf, Porto Rico, ot• the Philip... 
pine Islands, as the ca e may be. and at other information necessary 
for the computation ol such credit. . 

BATES FOR FISCAl' .. YEAR 1917-18. 

SEC. 239. That if a ci>rporation makes return for a fiscal year begin­
ning in 1917 and ending in 1!)18 the net income shall be divided into 
two parts1 namely: (1) The portion which bears the same ratio to the 
total net rncome as the periOd between the beginning of such fiscal year 
and December 31, 1917, bears to the full fiscal year; and (2) the re-
maining portion of the net income. · 

The portion specified in clause (1) shall be subject to the rates pre­
scribed by Title I of the revenue act of 1917 and by Title I of the reve­
nue act of HJlG as amended by the revenue act of 1917; and the por­
~~~ ~W~~iicd in clause (2) shall be subject to the rates prescribed by 

CORPORATIO~ RETUn-·s. 

SEC. 240. That every corporation not exempt under section 231 shal 1 
mal<e a return, stating specifically the items of its g1·oss income and the 
deductions and credits allowed by this title. The return shall be sworn 
to by the president, -;ice president, or other principal officer and by the 
treasurer or assistant treasurer. If any foreign corporation bas no 
office or place of business in the United States, but bas an agent in the 
United States, the return shall be made by the agent. In cases where 
recei~ers, trustees in bankl'Uptcy, or assignees are operating the prop­
erty or business of corporations, such receivers, trustees, or assignees 
shall make returns for such corporations in the same manner and form 
as .corporations are required to make returns. Any tax due on the 
basis of such returns made by receivers, trustees, or assignees .shall be 
collected in the same manner as if collected from the corporations of 
whose bu iness or property they have custody and control. 

Returns made under this section shall be subject to the provisions of 
sections 22G and 228. 

'IL:\lE A..~ PLACE FOR FILU\G llETUR~S. 

Sr:c. ~41. (a) 'l'hat returns of corporations shall be made at the same 
time as is provided in subdivision (a) <lf section 227. . 
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(b) Returns shn ll be made to the collecto1· of the district in which is 
located t he principal plnce of business or principal office or agency of 
the corporation, <?~"• if it ha~ no principal place of business or prlncip~ 
office or agency m the Umted States, then to the collector at Balti­
more, Md. 

Part IV.-Aclministrative vrovi.sions. 
PAYMEXT OF TAXES. 

SEC. !?30. That except as provided in sections 221 and 237 the tax 
shall be paid in installments, one-third of the amount of the tax shown 
in the. return to be paid at the time fixed by law tor filing the return, 
one-third on the luth day of the second month thereafter, and the re­
maining one-third on the 15th day of the fourth month after the time 
fixed by law for filing the return; but where an extension of time for 
filing the return is granted, the first installment shall be due upon the 
expiration of the period of such extension, and the second and third 
installments shall be due as above stated, except that in the case of any 
taxpayer .who is abroad the commissione1· may extend the time for pay­
ment of the second and third installments not more than four months 
after the expiration of the period of any extension of time tor filing 
his return. If any installment is not paid when due, the whole amount 
of the tax unpaid shall become due and payable upon notice and demand 
by the collector. 

The tax may at the option of the taxpayer be paid in a single pay­
ment inste.ad of in installments, in which case the total amount shall 
be paid on or before the time fixed by law for filing the return, or, 
where an extension of time for filing the return has been granted, 
on or before the expiration of the period of such extension. 

As soon as practicable after the return is filed, the commis ioner 
shall examine it. If it then appears that the correct amount of the 
tax is greater or le s than that shown in the return, the installments 
·hall be recompute(]. If the amount already paid e.xceeds that which 

should haye been paid on the basis of the installments as l"ecomputed, 
the exces~ so paid shall be credit~u against the IJext installments fall­
ing due ; and if the amount already paid exceeds the correct amount 
of U.e tax, the excess shall be credited or refunded to the taxpayer in 
accordance with the provisions of s~ction 252. · 

If the amount already paid is less than that whi ch should have 
heen paid, the difference shall, to the extent not covered by any credits 
then due to the taxpaye1 under section 252, be paid upon notice and 
<lemand by the collector. In such case if the return is made in good 
faith and tile understatement of the amount in the return is 110t t.lue 
to any fault of the ta~}>ayer, there shall ~e no penalty because of such 
understatement. If the understatement is due to negligen ce on the 
part of the taxpayer, but without intent to defraud, there shall be ::uldeu 
as part of the tax 5 per cent of the total amount of the deficiency, 
plus interest at the rate of 1 per cent per month on the amount of 
the deficiency of each in tallment from the time th ~ installment was due. 

If the understatement is fal e or fraudulent with intent to evade 
the tax, then in addition to other penalties provided by law for false 
or frauduiCllt rcturna, t Lcre shall be added a s part of the tax 100 
per cent of the amount of the deficiency. 

If the return is made pursuant to section 3170 of the Revised Stat­
utes as amended, the amount of tax determined to be clue nuder such 
return shall be paid upon noti':!e and demand by the collector. 

E.....:eept in the case of false or fraudulent retuTns, the amount of iax 
due under any return shall be determined and asses,sed by the com­
missioner within five years afte.r the return was due or was made, and 
no .suit or proceeding for the collection of any tax Rhall be begun after 
the expiration of five years after the elate when the return was due 
or was made. In the case of false or fraudulent returns, the amount 
of tax due may be determined at any time after the return i!> fi!ed, 
and the tax may be collected at any tin1e atte.r it becomes due. 

If any ta:A remainu unpaid after the date when it is due, aJ?.d for 
10 days after notice and demand by the collector, then, except m the 
case of estates of insane, deceased, or in olvent persons, there .shall 
be added as part of the tax the sum of u per cent of tbe amoum: due 
but unpaid, plus interest at the rate of 1 per cent per month upon 
such amount from the time it became due. 

RECEIPTS FOH TAXES. 

SEc. 251. That every collector to whom any paymt>nt of any tax. is 
made under the pro\isions of this title shall give to the person makmg 
such payment a full written o1· printed receipt, stating the amount 
paid and tl1e particular· account for .which such payment was made; 
and whenever any debtor pays tax~s on account of paymel!ts made or 
to be made by him to separate creditors the collector shall, 1f requested 
by such debtor, give a separate receipt for the tax pai_d on account 
ot· each creditor in such form that the deb~or ca? con':emen.tly produ<;e 
such receipts separately to his several credltot:s m sabsf~ctl~n of thetr 
respective den1ands up to the amounts stated m the receipts, an~ su.ch 
receipt shall be sufficient. evidence in favor of such debtor to JUStify 
him in withholding from his next payment to his creditor the amount 
therein stated; but the creditor may, upon givl!lg to his debtor a full 
written receipt acknowledging the payme?t to hun of any SUJ:? actually 
uaid and accepting the amount of tax paid as afore aid (spec1fyi~lg the 
same) as a fm·ther satisfaction of the debt to that amount, reqmrc the 
·surrender to him of such collector's receipt. 

REFUNDS. 

SEc. 252. That if, upon examination of any r->turn. of i~,come made 
pursuant to this act. the act. of Augu t G, 1009, ent~tled ;An act to 
provide revenue, equalize duties, and encourage the mdustries of the 
United States and for other Rurposes," the act of Octobe.r 3, 1913, 
entitled " .An act to reduce tariff dutieR and to provide revenue for the 
Government, and for other purposes," . the revenue act of 1916, as 
amended cr the revenue act of 1917, It appears that an amount of 
income \var-profits or excess-profits tax has been paid in excess of 
that properly due, then, subject to t.he provisions of secti.on 322~ of 
the nevised Statutes, the amount of the excess shall. be credited agamst 
any income, war-profits or excess-profits taxes. or Installment thereof, 
then due from the taxpayer under any other return, and any balance 
of such excess shall be immediately refunded to the taxpayer. 

PEX ·\LTIES. 

SEC. 2::1~. That any individual, corporation, or partnership required 
under this title to pay or collect any tax, to make a return, or to sup­
ply information, who fails to pay or collect such tax, to make such 
return, or to supply such information at the time or times required 
under this title, shall be liable to a penalty of not more than . 1,000. 
Any individual, corporation, or partnership, or any officer or employee 
of any corporation or member or employee of a partnership, who will­
fully refuses to pay or collect such tax1 to make such return, or to 
supply such information at the time or t1mes required twder this title, 
or who willfully attempts in any manner to defeat or evade the ta:r 

imposed by this . title. Rball be guilty of a misdenwanor nnd shall be 
fined not more than 10,000 or imprisoned for not more tll:1n one year, 
or both, together with the co ·ts of pro ecution. 

RETURNS OF P.!YM.IIlXTS OF DIVIDEXDS. 

SEc. 254. That every corporation subject to the tax imposed by this 
title shall, when required by the commissioner, render a correct return 
duly verified under oath, of its payments of dividends, stating the 
name and address of each stockholder, the number of shares owned by 
him, and the amount of dividends paid to him. 

RETt:RNS OF BROKERS. 

SEc. 255. That every individual, corporation, or partnership doing 
business as a broker on auy e.xcbange or .board of trade or other similar 
place of business shall, when required by the commissioner, render a 
correct return duly verified under oath, under such rules and regula­
tions as the commissioner, with the approval of the Secretary, may 
prescribe, showing the names of customers for whom such individual, 
corporation, or partnership has transacted any business, with such de-
1a.ils as to the profits, losses, or other information which the commis­
sioner may require, as to each of such customers, as will enable the 
commissioner to determine whether all income tax due on profits or 
r-ains of such customers has been pa!d. 

INFORMATION A1.' SOURCE. 

SEc. 25G. That all individuals, corporations, and partnerships, in 
whatever capacity acting, including lessees or mortgagors of real or 
personal property, fiduciaries, and employers, making payment to an­
other individual, corporation, or partnership, of interest, rent, salaries, 
wages, premiums, annuities, compensations, remunerations, emolume11ts, 
or other fixed or determinable gains, profits, and income (other than 
payments described in ections 254 and 255), of $1,000 or more in any 
taxable year, or, in the case of such payments made by the United 
States, the officers or employees of the United States having informa­
tion as to such payments an1l required to make returns in regard 
thereto by the regulations hereinafter provided for, shall render a true 
and accurate return to the commissioner, under such regulations and 
in such form nnd manner as may be prescribed by him with the :=tp­
proval of the Secretary, setting forth the amount of such gains, profits, 
and income, and the name and address of the recipient of such payment. 

Such returns may be required, regardless of amounts, (1) in the case 
of payments of interest upon bonds, mort~ages, deeds of trust, or other 
similar obligations 1Jf corporations, and (2) in the case of collections 
of items (not payable in the United States) of interest upon the bonds 
of foreign countries and interest upon the bonds of and dividends from 
foreign corporations by individuals, corporations, or partnerships, un­
dertaking as a matter of business or for profit the collection of foreign 
payments of such interest or dividends by oe.ans of coupons, checks, 
or bills of exchange. 

When necessary to make effective the provisions of this section the 
name and address of th redpi ent of income shall be furnished upon 
demand of the individual, corporation, or partnership paying the in­
come. 

The provisions of this section shall apply to the calendar year 1018 
and each calendar year thereafter, but shall not apply to the payment 
of interest on obligations of the United States. 

RETCRXS TO BE PL'BLIC nECORDS . 

SEc. !!57. That returns upon which the tax has been determined by 
the commLsioner shall be tiled in the office of the commissioner anu 
shall constitute public record ; but they shall be open to inspection 
only upon order of the President and under rules and. regulations _pre­
scribe<l by the Hecretary and appro..-ed by the President: Promdcd, 
That the proper officers of any State imposing an income tax to which 
corporations are subject may, upon the request of the governor thereof, 
have access to the returns of any corporation, or to an abstract thereof 
showing the name and incomt> CJf the corporation, at such times and in 
such manner as the 'ecretary may prescribe. 

The commissiontr shall as soon as practicable in each year cause to 
be prepared and made ayaiJable to public inspection in the office of 
each collector a li t containing the names in alphabetical order and 
the post-office addresses of all indi;iduals making income-tax returns 
in such district. 

PUBLICATION OF STATISTICS. 

SEc. 2u8. That the commissioner, with the approval of t.he Secretary, 
shall prepare and publish annually statistics rea onably available with 
respect to the operation of the income, war-profit , and excess-profits tax 
laws, including classifications of ta~}>ayers and of income, the amounts 
allowed as deductions, exemptions. and credits, and any other facts 
deemed pertinent and valuable. 

COLLECTIOX OF FOREIGN ITR:IIS. 

SEC. 2~0. That all individuals, corporations, or partnerships under­
taking as a matter of business or for profit the collection of foreign 
payments of interest or diYidends by means of coupons, checks, or bills 
of exchange shall obtain a license from tho commissioner and shall be 
subject to such regulations enabling the Government to obtain the in­
formation required under this title as the commissioner, with the ap­
proval of the Secretary, shall prescribe; and whoever knowingly under­
takes to collect such payments without having obtained a. licen.se there­
for, or without complying with such regulations, shall be ~mit~ of a 
misdemeanor and shall be fined not more than $5,000, or 1mpnsoned 
for not more than one year, or both. 

PORTO RICO AND PHILIPPINE 'lSLAXDS. 

SEC. 260. That in Porto Rico and the Philippine Islands the income 
tax shall be lev.ied, assessed, collectedA and paid in accordance with the 
provisions of the revenue act of 191~:>, as amended by the revenue act 
of 1917: Provided, That the Porto Rican or Philippine Legislature shall 
have power by due enactment to amend, alter, modify, or repeal the 
income-tax laws in force in Porto Rico or the Philippine Islands, re­
spectively. 

TITLE 111.-WAR ExCESS-PROFITS TAX. 
Part I.-General definitions. 

SEC. 300. That when used in this title the terms "taxable year," 
"fiscal year" and "dividends" shall have the same meaning as pro­
vided for the purposes of income tax in sections 200 and 201. The 
first taxable year for the purposes of this title shall be the same as 
the first taxable year for the purposes of the income tax under Title II. 

Part 11.-Impositiol~ of ta:c. 
SEc. 301. That in lieu of the tax imposed by Title II of the revenue 

act of 1917. but in addition to the other taxes imposed by this act. 
there shall be levied, collected, and paid for each ta.xable year upon 
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the net income of e'"ery corporntion, a tax equal to 80 per cent of the 
umount -of the ·net income in excess of the war-profits credit (deter­
mined under section 311 ) . 

SEC. 302. 'l'hat the corporations enumerated in section 231 shall, to 
the extent thnt they are exempt from income tax under '.ritle II, be 
exempt from taxation under this title. 

Pa1·t 111.-Wm· c:ccess-pro{lts metlwtl. 
SEC. 310. That as used in this title the term "prewar period" means 

the calendar rears 1!)11, 1!)12, and 1!)13, or, it a corporation was not 
in existence during the whole of such period, then as many of such 
years during the whole of which the corporation was in existence. 

SEC. 311. (a) 'l' hat the war-profits credit shall be an amount equal 
to the average net income of tbe corporation for the prewar period, 
plus or minus as the case may be 10 per cent of the invested capital 
added or withdrawn since January 1, 1913; but if the ta:z is com­
puted for a period of less than 12 months, such amount shall be re­
duced to the same proportion thereof as the number of months in the 
period is of 1~ months. 

(b) 1f the corporation was not in existence during the whole of any 
tme calendar rear in the prewar period or had no net income, the war­
profits credit shall be an amount that shall be the same proportion of 
the net income of the corporation during the taxable year as the pro­
portion which the war excess profits for the same calendar year of 
representative corporations engaged in a like or similar trade or busi­
n e s bears to the total net income of tbe trade or business received by 
such corporation . In the case of a foreign corporation, the net income 
received from sources within the United States during the taxable 
y ear ball be used ns the basis of computation. 

(c ) In the cn se of a foreign corporation by deducting from the net 
Income of the trade or business r ecei.cd from sources within the United 
~-itates durjng the taxable year the average amount of the annual net 
income of the trade or business from sou::-ces within the United States 
tluring the prewar period. 

Part V .- Net income. 
SEc. 320. ( J. ) '.rhat for the purpose of this title the net income of a 

corporation fiball be ascer·tained and returned-
(1) For the calendar years 1911 and 1912 upon the same basis and 

in the same manner as provided in section 38 of the act entitled "An 
net to provide L~venue , equalize duties, and encourage the industries of 
.the "nited States, and for other purposes," npproved August 5, 1909, 
('Xcept that taxes imposeJ by Ruch section and paid by the corporation 
.with.in the year shall be included ; 

(2) For the calendar year 1913 upon the same basis and in the same 
m enner as provided 1.n Section II of the act entitled "An act to reduce 
tariff duties and to proytde revenue for the Government, and for other 
purposes," approved October 3, 1913.1 except that taxes imposed by sec­
tion 38 of such act of August 5, .1909, and paid by the corporation 
within the year shall be included, and except that the amounts received 
by it as dividends upon the stock or from the net earnings of other 
corporations subject to the tax imposed by Section II of such act of 
~ctobcr 3, 1013, shall be deducted; and -

(3) For the taxable;> year upon the same basis and in the same man­
ner as provid»d for income-tax purposes in Title II of this act, except 
that in the case of oil and gas wells there shall be deducted (in lieu 
of the deduction provided in clause (a) of paragraph (9) of sub­
division (a) of section 234) a reasonable allowance for depletion (in­
cluding in the case of producers or prospectors a reasonable allowance 
for hazard not t•J exceed 10 per cent of the value in the ground of the 
oil withdrawn during the taxable year), such deduction to be made 
under rules and regulations to be prescribed by the commissioner \~ith 
the approval of the Secretary. 

(b) The average net income for the prewar period shall be deter­
mined by dividing the number of years within that period during the 
whole of which the corporation was in existence into the sum of the 
net income for such years, even though there may have been no net 
_income for one or more of such years. 

Part VI.-Investea capital. 

SEc. 325. (a) That as used in this title-
The term "intangible property " means patents, copyrights, secret 

processes and formulre, good will, trade-marks, trade-brands, franchises, 
and other like property ; 

The term " tangible property " means stocks, bonds, notes, and other 
evidences of indebtedness, bills and accounts receivable, leaseholds, and 
other property other than intangible property; 

The term " borrowed capital " means money or other property bor­
t·owed, whether represented by bonds, notes, open accounts, or other­
_wise; 
' The term " inadmissible assets " means stocks, ·bonds, and other obli­
gations (other than obligations of the United States); the dividends or 
interest from which is not included in computing net income but where 
the income derived from such assets consists in part of galn or profit 
derived from the sale or other disposition thereof, a corresponding part 
of the capital invested in such assets shall not be deemed to be in­
ndiD.lssiblc assets. 

(b) For the purposes of this title the par value of stock or shares 
shall, in the case of stock or shares having no par value, be deemed 
1.o be the fair market >alue as of the date or dates of issue of such 
stock or shares. 

l:iEc . 326. (a) That as used in this title the term "invested capital" 
means (except as provided in subdivisions (b) and (c) of this section) : 

( 1) Actual cash bona fide paid in for stock or shares ; 
(2) Actual cash value of tangible property, other than cash, bona 

fide paid in for stock or shares, at the time of such payment", but in 
no case to exceed the par value of the original stock or shares spe­
cifically issued therefor ; 

(3) Paid-in or earned surplus and undivided profits; not including 
surplus and undivided profits earned during the taxable year, and not 
including the increase in the value of any asset above the original cost 
until such increase is actually realized by sale ; 

( 4) Intangible property bona fide paid in for stock or shares prior 
to March 3, 1917, in an amount not excee<llng (a) the actual cash 
Talue of such property at the time paid in, (b) the par value of the 
stock or shares issued therefor, or (c) in the aggregate 20 per cent of 
the par value oi" the total stock or shares of the corporation outstand-
ing on March 3, 1917, whichever is lowest; . 

(G) Patents and copyrights bona fide paid in for stock or shares on 
or after March 3, 1917, in an amount not exceeding (a) the actual 
cash yalue of such property at the time paid in, (b) the par value of 
the stock or shares issued therefor, or (c) in the aggregate 20 per cent 

of the par value of the total stock or shan•s of the corporation out­
standing at the beginning of the taxable y~at·, whichev<>r is lowest; but 

(b) As used in this title the term ·' in'"ested capital" does not include: 
(1) Borrowed capital; or 
(2) Intangible property (other than patents and copyrights) paid in 

for stock or shares on or after March 3, 1917. 
(c) There shall be deducted from invested capital as above defined an 

amount equal to the average amount of capital invested in inadmissible 
assets held by the corporation during the year: Prov-ided, That at the 
option of the corporation the amount to be so deducted shall be reduced 
to the amount by which such average amount invested in inadmissible 
assets exceeds the average amount of borrowed capital of the coryoration 
(other than indebtedness maturing within one year of its creation), all 
accounts payable and current liabilities, for such year, but in such case 
in computing the tax under this title there shall be included in the net 
income for such year the same proportion of the total amount of interest 
and dividends received during such year from such inadmissible assets 
as the amount of such capital invested in inadmissible assets not de­
ducted from invested capital bears to the total amount of such inad­
missible assets. 

(d) In the case of a foreign corporation the t erm "invested capital" 
k~~~~~s only its invested capital used or employed within the United 

(e) The invested capital for any year shall be the average invested 
capital for such year, as above defined, but in the case of a corporation 
making a return for a fractional part of the year a corresponding reduc­
tion shall be made in the invested capital. 

SEc. 327. (a) That in the following cases the invested capital shall be 
determined as provided in subdivision (b) of this section: (1) Where 
the commL sioner is unable satisfactorily to determine the invested 
capital as provided in section 32G ; or (2) where a mixed aggregate of 
tangible property and intangible property has been paid in for stock 
or for stock and bonds and the commissioner is unable satisfactorily to 
d.etermine the respective ':alues ~f the several clas es of propP.rty at the 
time of payment, or to distingmsh the c1ass!:'s of property paid in for 
~tock and for. bonds, respectively; or (3) where capital is a material 
mcome-producmg factor, but where, because of the fact that the capital 
employed is in large part borrowed, there is no invested capital. This 
section shall not apply in the case of a corporation 50 per cent or 
more of whose gross income (as defined in section 213 for income tax: 
purposes) consists of gain, profits, or commissions derived from Govern­
ment contracts, unless the commissioner is satisfied that such corpora-
tion is overcapitalized. · 

(b) In the cases specified in subdivision (a) the invested capital shall 
be the amount which bears the sa me ratio to the net income of the cor­
poration for the taxable year as the average invested capital for the 
taxable year of representative corporations engaged in a like or similar 
trade or business bears to their average net income for such year. 

SEc. 328. (a) That in cases where invested capital is to be determined 
in the manner provided in section 327, the commissioner shall compare 
the taxpayer only with representative corporations whose invested 
capital can be satisfactorily determined under section 326 and which are 
?-S nearly Uf? may be, similarly circumstanced with respect to gross 
mcome, net mcome, profits per unit of busiriess transacted and capital 
employed, the amount and rate of war or excess profits, and all other 
relevant facts and circumstances. 

(b) For the purposes of section 327 the ratios between the avera-ge 
!~vested capital and ~he average net income of representative corpora­
~wns shall be d~termmed !or each calendar year by the commissioner 
m accordance w1th regulatiOns prescribed by him with the approval of 
the Secretary. . 

In the cas~ of a corporation making a return on the basis of a fiscal 
year the ratios determined for the calendar year ending durin..,. such 
fisc~l year shall be used, except that in the case of a fiscal year 'ending 
d~mg the calendar year 1918 the ratios based upon returns made under 
Title II of the revenue act of 1917 shall be used. · 

(~) The commi.ssioner shall keep a record of all cases in which invested 
capital is determmed in the manner prescribed in section 327 containing 
the name and address of each taxpayer, the business in which engaged 
the amount of invested capital and net income shown by the return and 
the amo"!lnt of invested .capital as determined under such section. 'The 
commlssiOnet: shall furrush a copy of such record and other detailed in­
f?rmation With respect to such cases when required by resolution of 
e1ther .House of Congress, without regard to the restrictions contained 
in section 257. 

Part VII.-Reorganizati.olts. 
SEc. 330. That p! the case of the reorganization, consolidation, or 

cha~ge of ownership a!ter January 1, 1911, of a trade or business now 
earned on by a corporation, the corporation shall for the purposes of this 
title be deemed to have ~een in existence prior to that date, and the net 
mcome and invested cap1tal of such predecessor trade or business for all 
or any part of the prewar period prior to the organization of the corpora­
tion no"! carrymg on such trade .or business shall be deemed to have been 
the net mcome and invested capital of such corporation. 

l_f suc!l predecessor tradl\ or business was carried on by a partnership 
or mdiv1dual the net tncome for the prewar period shall be ascertained 
and.returned upon the same basis and in the same manner as provided 
for mcome tax purposes in Title II, except that the credits provided in 
subdivisions (a) and (b) .:>f section 21G shall be deducted 

ISEc. 331: In the case of the. reorganization, consolidation, or change 
of ownersh~p of a trade or busmess after March 3, 1917, if an interest 
or. control m such trade or business of GO per cent or more remains in 
the same persons, or any of them, then no asset transferred or received 
from th~ predecessor trade or business shall, for the purpose of deter­
mining mvested capital, be allowed a greater value than would have 
been allowed under this title in computing the invested capital of such 
_F~~~fviJ~de or business if such asset had not been so transferred or 

Part VIII.-Jlisccllaneous. 
SEc. 335. That if a corporation makes return for a fiscal year begin­

ning in 1917 · and ending in 1918, the tax for the first taxable year 
under this title shall be the sum of: (1) a tax: computed under Title 
II of the revenue act of 1917 for the portion of such fiscal year falling 
in 1917; and (~) a tax computed under this title for the portion of such 
fiscal year falling in 1918. 

'~'he tax under clause (1) shall be computed upon the same propor­
tion of the net income (as determined under Title II of this act for 
Income tax purposes) for such· fiscal year as the portion of such fiscal 
year falling in 1917 is of the full fiscal year; and the tax under clause 
(2) shall be computed upon the remainder of such net income. 

l:iEC. 336. That every corporation, not exempt under section 304, 
having a net income of $3,000 or over for the taxable year shall make 
a return for the purp oses of this title. Such returns shall be made. 
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nnd the taxes imposed by this title . hall be paid, at the same time· and 
place , in the same manner; and subject to the same conditions as is 
provided ·in the case of returns and payment of income tux by corpora­
tions for the purposes of Title II. and all the provi ions of that title 
not inapplicable. including penalties, are hereby made applicable to the 
taxes imposed by this title. 

In no case shall the tax under this title or Title n be determ1ned 
<>n the basis of a so-called consolidated return but shall in each case be 
determined upon the ba!:'i. of the net income and invested capital of 
the corporation Hable to the tax. 

TITJ-E rv.-EsTATE TAx. 
SEC. 400. That when used in this title-
The term "executor" means the executor or administrator of the 

decedent, or, if there is no executor or administrator, any per on who 
take · po session of any property of the decedent ; and 
· The ~rm "collectcr " means the collector of internal reTenne of the 
111 triet ln which was the domicile of the decedent at the time of his 
death,. o:r, if there was no such domicile in the United States, then the 
collector of the district in which is situated the part of the gross estate 
<>f the decedent in the Unitl.'d States, or, if such part of the gross estate 
Is situated in more than one district. then the collector of internal 
revenue of such district as may be designated by the commissioner. 

SEc. 401. That (in lieu of the tax imposed by 'l'itle II of the revenue 
act of 1Dl6, as amended{ and in lieu of the tax imposed by Title IX of 
the re>enue act of 19171 a tn.x equal to the sum of the followiDg per­
centages of the value of the net e tate (determinoo as provided in sec­
tion 403) is hereby impo ed upon the transfer of the net e tate of every 
decedent dying after the pas age of this act. whether a resident or non­
re ident of the United States: 

Three per cent of the amount of the net estate not ill excess of 
$50,000; 

6 per cent of the amount by which the net ·estate exceeds $50,000 
and does not <'Xceed $150,000 ; 

D per cent of the runount by which the net estate exceeds $1GO,OOO 
and {}oes not exceed $250,000 · 

12 per cent of the aJDount by which the net estate exceeds $250,000 
and does not exceed 450,000 · · 

15 per cent of the amount by which the net estate exceeds $450,000 . 
nnd does not exceed $1,000.000 ; 

1 per cent of the amount b"f which the net estate ex~eeds $1,000,000 · 
nnd does not exceed $2,000,000; 

.21 per cent of the amount by which the net estate exceeds $2,000,000 
and does not exceed 3,000,000 ; 

.24 per cent of the amount by which the net estate exceeds 3,000,000 
and does not exceed $4,000,000 ; 

27 per cent of the amount by which the net estate e.xcc{)ds $4,000,000 
and does not exceed $5,000,000 ; 

30 per cent of the amount by -which the net estate exceeds $5,000,000 
and does not exceed $8,000,000 ; 

35 per cent of the amount by which the net estate exceeds $8,000,000 
and does not exceed $10,000 000; and 

40 per cent of the amo1mt by which the net estate exceeds $10,000,000. 
1::3Ec. 402. That the value of the gross estate of the decedent shan 

be determined by including the value at the time of his death of all 
property, real or personal, tangible or intangible, wherever situated-

(a) To the extent of the interest therein of the decedent at the time 
of his death which after hl.s death is subject to the payment of the 
<Charaes against bis estate and tlu> e>.-penses of its administration and is 
subjeet to distribution as part of his estate; 

(b) To the extent of any interest therein of the surviving .spouse. ex­
isting . at the time of. the decedent's death as dower, courtesy, or by 
virtue of a statute creating an estate in lieu o! dower or courtesy ; 

(c) To the extent of any interest .therein of which the decedent has 
at any time made a tran fer, or with t·espect to which be bas at any 
time created a trust, in contemplation of or intended to take effect in 
possession or enjoyment at or after his death (whether such transfer 
or trust is made or created betore or after the passage of this act), ex­
cept in case of a bona tide ale .for a fair consideratlou in money or 
money's worth. .A:ny transfer of a material part of his property in the 
nature of a final di po ition or distribution thereof, made by the de­
cedent within three years prior to his death without such a considera-

i tion, shall, unless shown to the contrary, be deemed to have been made 
in contemplation of denth within the me{Ulfng of this title; 

(d) To the extent of the interest therein held jointly or .a.s tenants ln 
the entirety by the deced£>nt and any other person, or deposited in banks 
or other institutions in their joint names and payable to either or the 
survivor, except such part thereof a may be shown to have originally 
belonged to such other per on and neTer to haTe belonged to the de­
cedent; 

• (e) •ro the e.~tent <>f any property passing under a genet•nl power of 
appointment exercised b:v the decedent (1) by will, or (2) by deed ex­
ecuted ln contemplation· of, or intended to take effect in possession or 
enjoyment at or after, his <leath, except in ca ·e o! a bo::1a ftdc sale for 
a fair consideration in money m· money's w<>rtb; and 

(f)· To the extent of the amount receivable by the executor as insur­
an~ under policies taken out by the decedent upon his own life ; a.nd 
to the extent of the excess over 40,000 of th :unount receivable by all 
~e>ther beneficiarie as insurance under policies taken out by the decedent 
:upon his own Hfe. r SEC. 403. Th:rt for the purpose of the tax the Talne of the net estate 
shall be determined-
' (a) In the case of a resident, by deducting from the Tnlue of the 
gro s estate-

. ~1) Such amounts for funeral expenses, administration expenses, 
.clalnis against the -estate, unpaid mortgages, losses incurred during the 
settlement of the estate :lrising from fire , storms, shipwreck, or other 

'easualty, or from theft, when such losses are not compensated for by 
, insurance or otherwise and such amounts reasonably required and · 
actually expended for the support during the settlement of the estate 
ot those dependent upon the decedent, as ru·e allowed by the laws of 
the jm·isdiction, whether within or without the United States, under 

; :which the estate is being administered, but not Including any income 
,;tnxes upon income received after the death of the decedent, or any 
.estate, succession, legacy, or inheritance taxes; 
r '(2) An amount equal to the value at the time of the decedent's 
d~tll of any p.toperty, real, personal, or mixed, which can be identified 
as havin&" been reeelved by the de~dent as n sbare in the estate of any 
per on wno died within five years prior to the death of the decedent, 
or which can be identified as having been acquired by the decedent in 
exchange for property so received, if an estate tax under the revenue 
aet of 1917 or under this act was collected from such .estate, and It 

1
&ucb property is iiJcluded in the deeedent's gross estate; and 

(!1) An exemption of :;o,ooo; 
(bJ In theca e of a nonre !dent, lly dednctinA" from the value of that 

pal't of his gross estate which at tlle time of his deatll is situated In 
the nitro ~tates-

. (1) That proportion of the deductions specified in paragraph (1) of 
subdivision (a~ of ~is section whiell .the value of such part bears to 
the value of h1s enbl'e gross estate, wherever situated, but in no case 
shall the amount so deducted exceed 10 per cent of the >alue of that 
part of his gro ·s estate which at the time of his death is situated in 
the United States; and 

(2) .An amount oqual to the value at the time of the decedent"s 
death of any property, real, personal, or mixed, which can be identified 
as having been received by the decedent as a share in the estate of any 
person who died within five years prior to the death of the decedent, 
or which can be identified as having been acquired by the decedent in 
exchange for property so received, if an estate tax under the revenue 
act of 1D17 or undet• this net was collected from such estate, and U 
such property is included in that part of the decedent's gross estate 
which at the time of his death is situated in the United tates. 

No deductions shall be allowed in the case of a nonresident unless the 
executor includes in the return required to be ftled under section 404 of 
the value at the time of his death of that part of the gro s estate of the 
nonr ident not situated in the United States. 

For the pm-po e of tb,is title stock in a domestic corporation owned 
and held by a nonresident decedent, and the amount receivable as in· 
surance upoB the life of a nonresident decedent where the insurer is 
a domestic corporation, shall be deemed property wit11in the United 
States, and any property of which the decedent has made a transfer or 
with respect to wh1ch be has created a trust. within tbe meaning or 
subdivision (c) of section 402, shall be deemed to be situated in the 
United States, if so situated either nt the time of the transfer or the 
creation of the trust, or at the time of the decedent's death. 

SEc. 404. Thn~ the executor, within 60 days after qualifying as such. 
or after coming mto possession of any property of the decedent, which­
ever event first occurs, shall give written notice thereof to the collector. 
The executor shall also, at such times and in such manner as may be 
required by regulations made pursuant to law, file with the collector a 
return under oath in dupllcate. setting forth (a) the value of the 
gross estate of the decedent at the time of his death, or, in <'asc of a 
nonresident, of that part of hla gross estate situated in the United 
States ; (b) the deductions allowed under section 403 ; (c) the value or 
the net estate of the decedent as defined in section 403; and (d) the 
tax paid or payable thereon ; or such part of such information as may 
at the time be ascertainable and such supplemental data as may be 
necessary to c.st1.blish the correct taL 

Return shall be made in all cases where the gro s e tate at the death 
ol the decedent exceeds $50,000, and in the ease of the estate of every 
nonresidP.nt any part of whose gross estate is situated in the Unlt~d 
States. If the executor is unable to make a complete return as to any 
part of the gross estate of the decedent, he shall include in his return a 
description of such part and the name of every person holding a legal 
or beneficial interest therein, and ul)on notice from the collector such 
uerson shall in like manner make a return as to such part of the gross 
estate. The commissioner shall make all n.ssessments of the tax under 
the authority of existing administrative specla.l and general provisions 
of law relating to the assessment and collection of taxes. 

SEc. 405. ThD.t if no administration is granted upon the estate of a 
decedent. <>r if no return is tiled as provided In section 404, or if a 
return contains a false or incorrect statement of a material fact. tht• 
collector or deputy collector shall make a return and the commil loner 
shall a s.ess the tax thereon. 

SEc. 406, That the tax shall be due one year after the decedent·~ 
de..'lth; but in any case where the commissioner find.s that payment of 
the tax within one sear after the decedent's death would impose undue 
hardship upon the estate. he may grant an extension of time for the 
payment of the tax for n period not to exceed two years from the due 
date. If the tax is not. paid within 1 year and 180 days after th 
decedent's death, interest at the rate of 6 per cent per annum from the 
expiration of one year after the decedent's death shall be added as part 
of the tax. 

SEC. 407. That the executor shall pay the tax: to the collector or 
deputy colledor. If the amount of the tax ca:n not be determined, the 
payment of a sum of money sufficient. in the opinion of the C.Ollector, 
to discharge the tax shall be deeml"d payment in full of the tax, exc£>pt 
as in this section otherwise providl.'d. If the amount so paid exceeds 
the amount of the tax ns finally determined, the commi sioner shall re­
fund such excess to the executor. If the amount of the tax as finally 
determined exceeds the amount so paid, the collector shall notify the 
executor of the amount of such excess and demand payment the1·eof. If 
such excess part of the tax is not paid within 10 days after such notifi­
cation, interest shall be added thereto at the rate of 10 per cent per 
annum from the expirntion of such 10 days' period until paid, and the 
amount of such excess shall be a lien upon the entire gro s e«tate. ex­
cept such part thereof as may have been sold to n bona fide purcha er 
for a fair consideration in money or money's worth. 

The collector shall grant to the person paying the tax dupllcat 
receipts, either o! which shall be sufficient evidence of such paJ'lilent. 
and shall entitle the executor to be credited and allowed the amount 
thereof by :my court having jurisdiction to audit or settle- bls account . 

SEc. 408. That if the tax herein imposed is not paid within 180 days 
after it is due, the collector shall, unie there is rea onable cause for 
further delay, proceed to collect the tax under the provisions of J::£>n· 
eral law, or commence appropriate proceedings in any court of the 
United States, in the name of the United States, to subject the prop­
erty of the decedent to be sold under the judgment or decree or the 
court. From the proceeds of such sale the amount of the tax, to· 
gether with the costs and expenses of every description to b~ allowed 
by the court, shall be first paitl and the balance shall be deposited 
according to the order of the court, to be paid under its direction to 
the person entitled thereto. 

If the tax or any part thereof is paid by, or collected out of that 
part of the estate passing to or in the possession of, any person other 
than the executor in his capacity as such, such person shall be entitled 
to reimbursement out of any part of the state still undistributed or 
by a just and equitable contribution by the persons who 1nt£>rcst in 
the estate of the decedent would have been rffiueed if the t:u: had been 
paid before the distribution of the estate or who interest is subjeet to 
equal or prior liability for the payment of taxes, debts, or other charges 
against the estate, H. belng the purpose and intent of this title that. so 
far as is practicable and unl s otherwise directed by the will of the 
decedent, the tax shall be paid out of the estate before its distl'ibution. 
If a,ny part of t11e g1·o s estate con iBts of proceeds of policies of insur· 
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~nee upon the life of thf' dec~>dPnt recei>abl e by a b<>nefi ciary other than 
the executor, the executor shall be entitied to recover from each bene­
ficiary such portion of the total tax paid as the proceeds, in excess of 
$40,000, of such policies bear to the net estate. If there is more than 
obe such beneficiary, the executor hall be en t itled to reco>er from 
such beneficiaries in the same ratio. 

SEc. 409. That unless the tax is sooner paid in full, it shall be a lien 
for 10 years upon the gross estate of the decedent, except that such 
part of the gross estate as is used for the payment of charges against 
the estate and expenses of its administration, allowed by any court 
1la>ing jurisdiction thereof, shall be divested of such lien. If the com­
missioner is satisfied that the tax liability of an estate has been fully 
discharged, he may, under regulations prescribed by him, with the ap­
proval of the Secretary, issue his certificate releasing any or all prop­
erty of such estate from the lien herein imposed. 

If (a) the decedent makes a transfer of, or creates a trust with 
x·espect to, any property in contemplation of or intended to take effect 
in possession or enjoyment at or after his death (except in the case of 
a bona. fide sale for a fair consideration in money or money's worth) 
or lb) if insurance passes under a contract executed by the decedent 
in favor of a specific beneficiary, and if in either case the tax in respect 
thereto is not paid when due, then the transferee, trustee, or beneficiary 
shall be personally Hable for such tax; and such property, to the extent 
of the decedent's interest therein at the time of such transfer, or to 
the extent of such beneficiary's interest under such contract of insur­
ance, shall be subject to a. like lien equal to the amount of such tax. 
Any part of such property sold by such transferee or trustee to a. 
bona fide purchaser for a fail· consideration in money or money's worth 
shall be divested of the lien, and a like lien shall then attach to all the 
property of such transferee or trustee, except any part sold to a bona 
fide purchaser for a fair consideration in money or money's worth. 

SEc. 410. That whoever knowingly makes any false statement in any 
notice or return required to be filed under this title shall be liable 
to a penalty of not exceeding $5,000, or imprisonment not exceeding 
one :rear, or both. 

Whoever fails to comply with a.ny duty imposed upon him by section 
404. or, having in his possession or control any record, file, or paper 
containing or supposed to contain any information concerning the estate 
of the decedent, or having in his possession or control any property 
comprised in the gross estate of the decedent, fails to exhibit the same 
upon request to the commissioner or any collector or law officer of the 
.United States, or his duly authorized deputy or agent, who desires to 
examine the same in the performance of his duties under this title, 
shall be liable to a penalty of not exceeding $500, to be reco"'l'ered, with 
costs of suit, in a ci'>il action in the name of the United States. 

IXS UUA.X CE. 

Sr.c . G03. That from and after r~m-ember 1, 1!.)18, there shall be 
levied, assessed, collected, and paid, in lieu of the taxes imposed by 
section 504 of the revenue a ct of 1917, the following taxes on the 
i ssuance of insurance policies, including, in the case of policies issued 
outside the United States, their deli>CI'Y within the United States by 
any agent or broker, whether acting for the insurer or the insured; 
s uch taxes to be paid by the insurer or by such agent or broker : 

(a ) Life insurance: A tax equivalent to 8 cents on each $100 or 
fractional part thereof of the amount for which any life is insured 
under any policy of insurance or other instrument, by whatever name 
the same is called : Provided., That on all policies for life insurance 
only by which a life is insured not in excess of $500, issued on the 
industt·ial or weekly or monthly payment plan of insurance, the tax 
shall be 40 per cent of the a mount of the first weekly premium or 
20 per cent of the amount of the first monthly premium. us the case 
may be: P r om cled fut·tller, That on policies of g roup life insurance, 
covering groups of not less than 25 lives in the employ of tbc ·ame 
person , for the benefit of per sons other than t he employer, the tu 
s hall be equivalent to 4 cents on each $100 of the aggregate amount for 
whi ch the group policy is is ued and of any net increase in the amount 
of the insurance under s uch policy; 

(IJ) Marine, inland, and fire insurance: A tux equinllent to 1 cent 
on each dollar or f ractional part thereof of the premium charged under 
(•ach policy of insurance or other instrument, by whatever name the 
same is called, whereby insurance is made or renewed upon property of 
nny description (including rent s or profits), whether a~ainst peril by 
sea or inland waters, or by tire or lightning, or other penl; 

( c l Casualty insurance: A tax equivalent to 1 cent on each dollar or 
fractional part thereof of the premium charged under each policy of 
in Ul'ance or obligation of the nature of indemnity for loss, damage, or 
linbility (except bonds and policies taxable under subdivision 2 of 
schedule A of title XI) issued or executed or renewed by any person 
tmnsacting the business of employer's liability, workmen's compensa­
tion, accident, health, tornado, plate glass, steam boiler. elevator, burg­
lary, automatic sprinkler, automobile, or other branch of insuranc& 
(except life insurance and insurance described and taxed in the pre­
ceding subdivision) : Pro vided, That in case of policies of insurance 
i sued on the industrial or weekly or monthly payment plan the tax 
shall be 40 per cent of the amount of the first weekly premium or 20 
per cent of the amount of the first monthly premium, as the case 
may be; 

<d) Policies issued by any corporation enumerated in section 231 
and policies of reinsurance shnll be exempt from the taxes imposed by 
this section. 

• 'Ec. 504. That e"'l'ery person issuing policies of insurance upon the 
iss uance of which a tax is imposed by section 503 shall make monthly 
returns under oath, in duplicate, and pay such tax to the collector of the 
di strict in which the principal office or place of business of such person 
i s located. Such returns shall contain such information and be made 
a t such times and in such manner as the commissioner, with the ap­
pro•al of the s-~cretary, may by regula tion prescribe. 

TITLE VI.-TAX ox B.E:YERAGES. 

SEc. 600. (a) That there shall be levied and collected on all dis­
tilled spirits now in bond or that ha>e been or that may be hereafter 
produced in or imported into the United States, except such distilled 
:-:pii·its as are subject to the tax provided in section 604, in lieu of the 
internal-reyenue taxes now imposed thereon by law, a tax of $2.20 (or, 
H ''itbdrawn for beYerage purposes or for use in the manufacture or 
production of any urlicle used or intended for use as a. beverage, a tax: 
of $G.40) on each proof gallon, or wine gallon when below proof, and a 
proportionate tax at a li l;:e rate on a 11 fradional parts of such ·proof or 
wine gallon, to be paid by the distiller or importer when withdrawn, 
nnd collected under the pro>isions of existing law. 

(b) That the 1ax imposed by subdivision (a) on distilled spirits 
intended for bcn•rag~ purposes shall not be due or payable on such 
spirits while stortd in a.ny distillery, bonded warehouse, or special or 
general bonded warehouse, and which, pursuant to any act of Congress 
or proclamation of the President of the United States, can not be law­
fully sold or remo'\""ed from any such warehouse during the period · of 
prohibition fixed by such act or proclamation; and all warehousing 
bonds or transportation and warehousing bonds conditioned for the pay­
ment of tax on any such spirits so stored on the date such prohibition 
takes effect shall as to all such spirits actually so stored be canceled 
and discharged, provided the distiller of such spirits shall in.. lieu of 
such bonds and prior to their cancellation execute a bond in a penal 
sum of not less than $10,000, with sureties satisfactory to the col­
lector of the district, conditioned that the principal shall, during the 
period of such prohibition, safely keep ·or cause to be kept in good 
condition all such spirits and the warehouse in which the same are 
stored, and shall not remove or suffer to be removed from warehouse, 
contrary to law, any such spirits during the period of such prohibition; 
and the bond herein prescribed shall be in such further sum and shall 
contain such further conditions as the commlssioner, with the approval 
of the Secretary, may by regulations require. · The distiller may, sub­
ject to the provisions of this section, be permitted to retain in any such 
bonded warehouse distilled spirits on which, under the terms of any 
existing bond, the tax imposed thereon becomes due and payable thereto 
prior to the date such ~,>robibition takes effect: P1·ovided, That on tlle 
removal of such prohibition the distiller shall, as to all spirits as to 
which the bonded period fixed by law bas not expired and which remain 
stored in warehouse, execute new and satisfactory bond in the form 
required by ex:L<>ting law, conditioned for the payment of the tax on all 
such spirits; and all provisions of existing law relating to such bonded 
warehouses, or tbe storage of spirits therein, or to the execution of new 
or additional bonds, so far as appHcable, shall continue in force as to 
all distilled spirits rebonded under the provisions of this section. -

Upon the withdrawal of distilled spirits from bonded warehouse, a.fter 
the period of probibitiorr bas ended, and under the conditions imposed 
by section 50 of an act entitled "A.n act to reduce taxation, to provide 
re>enue for the support of the Government, and for other purposes," 
approved August 28, 1894, an -allowance for loss by leakage or other 
unavoidable cause, not exceeding 1 proof gallon as to J?ackages of a 
capacity of not less than 40 wine gallons, may be made m addi~i~n to 
that provided in said section 50, as amended; and a like additional 
allowance of 1 proof gallon as to each package withdrawn may be made 
for each period of four months, or fraction thereof, for such spirits as 
shall have remained in warehouse during the period of prohibition and 
after the expiration of the maximum leakage period fixed by that section. 

Under regulations prescribed by the Secretary, any imported distilled 
spirits, wines, or other liquors which may be in any customs bonded 
warehouse under the customs laws on the date such prohibition takes 
effect shall be permitted to remain therein without payment of any 
taxes or duties thereon, beyond the three-year period provided in sec­
tion 2971 of the Revised Statutes, during such period of prohibition; 
and may be exported at any t ime during such extended period. Any 
imported spirits, wines, or other liquors as to which the three-year 
bonded period may expire after the passage of this act and prior to 
the date such prohibition takes effect may at the option of the owner 
r emain in bond during such period of prohibition. 

(c ) In lieu of the internal-revenue tax now imposed thereon by law 
there shall be levied and collected upon all perfumes hereafter imported 
int o the United States containing distilled ~irits a tax of $1.10 per 
wine gallon, and a proportionate tax at a like rate on all fractional parts 
of such wine gallon. Such tax shall be collected ·by the collector of 
customs and deposited as internal-revenue collections, under such rules 
and regulations as the commissioner, with the approval of the Secretary, 
may prescribe. 

SEc. 601. That no distilled spirits produced after October 3, 1917, 
shall be imported into the United States from any foreign country, or 
from the Virgin Islands (unless produced from products the growth of 
such islands, and not then into any State or T erritory or District of 
the nited States in which the manufacture or sale of intoxicating 
liquor is prohibited), or from Porto Rico, or the Philippine Islands. 
Under such rules, regulations, and bonds as the Secretary may pre­
scribe, the provisions of this section shall not apply to distilled spirits 
imported for other than (1) beverage purpose.s or (2) use in the manu­
facture or production of any article used or intended for use as a 
beverage. 

SEc. 602. That at registered distilleri£:s producing alcohol, or other 
high-proof spirits, packages may be tilled with such spirits reduced to 
not less than one hundred proof from the receiving cisterns and tax paid 
without being entered i.nto bonded warehouse. Such spirits may be also 
transferred from the receiving cisterns at such distilleries, by means of 
pipe lines, direct to storage tanks in the bondetl warehouse and may be 
warehoused in such storage tanks. Such spirits may be also trans­
ferred in tanks or tank cars to general bonded warehouses for storage 
therein, either in storage tanlca in such w·arehouses or in the tanks in 
which they were transferred. Such spirits may also be transferred from 
r eceiving cisterns or warehouse storage tanks to barrels, drums, tanks, 
tank cars, or other approved containers, and may be transported in such 
containers for exportation or other lawful purposes. The CommiBsioner, 
with the approval of the Secretary, is hereby empowered to prescribe all 
necessary regulations relating to the drawing oft', transferring, gaubing, 
storing, and transporting of such spirits ; the records to be kept and re­
turns to be made ; the size and kind of packages and tanks to be used ; 
the marking, branding, numbering, and stamping of such packages and 
tanks; the kinds of stamps, if any, to be used; and tbe time and manner 
of paying the tax ; the kind of bond and the penal sum of same. The 
tax prescribed by law must be paid before such spirits are removed from 
the distillery premises or from general bonded warehouse in the case o1: 
spirits transferred thereto, except as otherwise provided by law. 

Under such regulations as the Commissioner, with the approval of the 
Secretary, may prescribe, distilled spirits may hereafter be drawn from 
receiving cisterns and deposited in distillery warehouses without having 
affixed to the packages containing the same, distillery warehouse stamps, 
and such packages, when so deposited in warehouse, may be witbdraw.n 
therefrom on the original gauge where the same have remaiued in such 
warehouse for a period of not exceeding 30 days from the date of deposit. 

Under such regulations as the Commissioner, with the approval of the 
Secretary, may prescribe, the manufacture, warehousing, withdrawal, and 
shi:~ment, under the provisions of existing law, of ethyl alcohol for other 
than (1) beverage purposes or (2) use in the manufacture or production 
of any article used or in tcndetl for use as a beverager and denuturecl 
alcohol may be exemptet.l from tbc provisions of sect on 3283 of the 
Re-vised Statutes. 
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The Commi loner. with the approntl of the Secretary, may by regu­
lations exempt distillers of ethyl alcohol for u e in the production of 
munitions of war or for other nonbeyerage purposes from so much of the 
provisions of sections 3264, 3285, or 3309 of the Revised Statutes, and 
acts amendatory thereof, re pecting the survey of distilleries, the period 
of tile filling and emptying of fermenting tub , and assessments, as. in 
his judgment, may be expedient: Pt·ovidecl,,That the bond p_rescrib':d in 
section 3260 of the Revised Statutes shall, m the eases herem proVIded, 
be in such sum and contain such fu-rther conditions as the C,ommissioner 
may require. 

~EC • .603. That under such regul::l.tlons as the Commissioner, with the 
approval of the Secretary, may pre cribe, ethyl alcohol of not less than 
1 0 uegrees proof, produced at any central distilling and denaturing 
'glant established under the pro vi ions of subsection 2, paragraph N, of 
:section IV of the act entitled "An act to reduce taritr duties and to pro­
>ide revenue for the Government, and for other purposes," appro>ed 
October 3, 1913, may be removed from such plant to any central denatur­
ing bonded warehouse for denaturation, or may, before or after denatllra­
tion be removed from such plant or fTom such denaturing bonded ware­
bon 'e, free of tax, for use of the United States or for shipment to any 
nation while engaged against the German Government in the present war, 
and the removal herein authorized may be made in such tank vessels, 
t'lnk cars, drums, c.asks, or other containers as may be approved by the 
Commissioner. It shall be lawful under the regulations prescribe(.} by 
the 'ommis ioner, with 1.he approval of the ecretary, for an allowance 
to be made for leakage or loss by unavoidable accident and without fault 
or n egligence of the distiller, owner, carrier, or his .agents or employees, 
which may occur during the transportation of such spirits or while the 
same are lawfuUy stot'ed on either of the premi es herein prescribed. 

Smc. G04. That upon all distilled spirits produced in or imported into 
the United States upon which the internal-revenue tax now imlJ{) ed by 
law has been paid, and which, on the day after the passage of this act, 
are held by any person and intended for sale or for use in the manufac­
ture or production of a-ny article intended for sale, there shall be levied. 
as essed, collected, and paid a floor tax equal to the ditrerence between 
the tax impo. t1 by thi act and the tax so paid. 

SEC. 605. That in addition to the tax imposed by this act on distilled 
spirits and wines there shall be levied, assessed, colleeted, and paid, in 
lieu of the tax impo cd by section 304 of the revenue act of 1917, a tax 
of ~0 cents on ea.dl proof gallon and a proportionate tax at a like rate 
on all fractional parts of such proof gallon on all distilled spirits or 
wines hereafter rectified, purified, or refined in such manner, and on all 
mU.-nue hereafter produced in such manner, that the person so rectify­
ing. purifying, refining, or mixing the same is a reetifier within the mean­
ing of cction 3244 of the Revised Statutes, as amendert: Provided, That 
thi tax sllall not apply to gin produced by the redistillation of a pure 
spiri t o>er juniper berries and other aromatica.. 

Upon all such articles heretofore produced, and which on the day 
aft r the passage of this act are held by any person and intended for 
salt', there sllall be levied, as es ·ed, collected, and paid a fioor tax of 15 
cents on each proof gallon, and a proportionate tax at a like rate on 
all fractional parts of each proof gallon; and all sueh di tilled spirits 
so held and not contained in the distillers' ori:pnal stamped packages, 
m· in bottles or other containers bearing the dtstiliers' original labels, 
shall for the purpose of this section be regarded as rectified spirits. 

When the process of rectification is completed and the taxes pre­
scribed by this section 1mxe been paid, it shall be unlawful for the 
rectifier or other dealer to reduce in p1.·oof or increase in volume such 
Rpirits or wine by the addition of water or other substance; nothing 
herein contained shall, however, preyent a redifier from using again 
in the process of rectification spii·its already rectified and upon which 
the taxes ha-.e theretofore been paid. 

1.'be taxes impa;:;ed by this section shall not attach to cordials or 
liqueurs on which a tax is imposed and paid under section 611 or 613, 
nor to the mixing and blending of wines, wllere such blending is for the 
sole purpo e of perfecting such wines according to commercial stand­
ards, nor to blends made exclusively of two or more pure straight 
whi kies aged in wood for n period not less than four years and 
without the addition of coloring or flavoring matter or any other sub­
stance than pure water and if not reduced below 90 proof: Provided, 
That such blended whiskies shall be exempt from tax under this sec· 
tion only when compounded under the immediate supervision of a rev­
enue officer, in such tanks and under such conditions and supervision 
as 1 he commissioner, with the approval of the Secretary, may prescribe. 

All distilled spirits or wines taxable under this section shall be sub· 
ject to uniform regulations concerning the use thereof in the manu­
facture, blending, compounding, mixing, marking, branding, and sale 
of whislzy and rectified spirits, and no discrimination whatsoever shall 
be made by reason of a difference in the character of the material from 
which ame may have been produced. 

The business of a rO>· tifier of spirits shall be carried on and the 
tax on reeti.fied spirits shall be paid, under such rules, regulations, anti 
bonds as may be prescribed by the commissioner, with the approval 
of the Seeretary. 

Wboever violates any of the provisions of this section shall be deemed 
to lle -guilty of a misdemeanor and, upon conviction, shall be fined not 
mor than $1,000 or imprisoned not more than two years, and shall, in 
ad!lition, be liable to double the tax evaded, together with the tax, to be 
collected by as es ment or on any bond given. 

'Ec. 606. That hereafter collectors shall not furnish wholesale liquor 
dealer·. stamps in lieu of and in exchange for stamps for rectified 
' pirits unle s the package co-.ered by stamp for rectified spirits is to be 
broken into maHer packages. 

Tile commi sloner, with the approval of the Secretary, is authorized 
to <.li. continue the use of the following stamps whenever in his judgment 
the interest of the Government will be subserved thereby: 

Di. tillery warehou e, special bonded warehouse, special bonded re­
wat·ebouse, general bonded warehouse, general bonded retransfer, trans­
fer brandy, export tobacco, export cibrar. , export oleomargarine, a.nd 
export fermented-liquor stamps. 

.:'EC. 607. That the commissioner, wlth the approval of the Secretary, 
is hereby authorized to require at distilleries, breweries, rectifying 
hou.·es, and wherever else in his judgment such action may be deemed 
adv:lsuble, the installation of meters, tanks, pipes, or any other appa­
ratus for the purpo e of prot cting the revenue, and such meters, tanks, 
and pipes and all necessary labor incident thereto shall be at the ex­
pen e of the person on whose premises the installation is required. Any 
such per on refusing or neglectin"' to in tall such apparatus whe11 so 
reqnii·ed by the commissioner ha11 not be permitted to conduct busi­
ne on such premise . · 

SEC. G08. That there shaH be levied and collected on all beer, lager 
beer, ale, porter, and other similar fermented liquor, con tnining one­
h alf of 1 per cent, or more, of alcohol, brewed or manufactured and 

he-reafter sold, or remo> d for consumption or sale within th United 
States, by whatever name ·ncb liquors may be cilled, in lieu of the 
internal-revenue taxes now imposed thereon by law, a tax of $G tor 
c>ery IJarrel containing not more than 31 gallons, and at a like rate fo.:.· 
any other quantity or for the fractional parts of a barrel authorized anll 
uefined by law, to !Je collected under the provisions of existing law. 

SEC. 609. That from and after the passage of this act taxable fer­
mented liquors may be conveyed without payment of tax from the brew­
ery premises where produr:ed to a eontl~nou indu trial di tlllcry of 
either class establi hed under 1.he act entitled "An act to r educe tarifr 
dutlc and to provide revenue for the Government, and for otber pur­
po es," approved October 3, 1913, to be used as distilling material, and 
the residue from such distillation, containing le s than one-half of 1 
per cent of alcohol by volume. which is to be used in making beverag ~. 
may be manipulated by cooling, flavoring, carbonating, settling, and 
'filtering on the dl •tillery premises or elsewhere. 

The removal of the taxable fermented liquor from the brewery to the 
distillery and the opemtton of the di tillery and removal of the re !due 
tlle1·efrom shall be undet· the supervision of such officer or officers as the 
Commissioner shall deem proper, and the Commissioner, with the ap4 
proval of the Secretary, lit het·eby authorized to make such regulations 
from time to time as may be nece ary to give force and efreet to this 
section and to safeguard the revenue. 

SEC. 610. That natural wine within the meaning of this act shall be 
deemed to be the product made from the normal alcoholic fermentation 
of the juice of sound. ripe grapes, without addition or abstraction, ex­
cept such as may occur in the usual cellar treatment of clarifying and 
aging : Prodded, 1wtocver, 1.'hat the product made from the juice o.t 
sound, ripe bl--::tPes by complete fermentation of the must under proper 
cellat• treatment and corrected by the addition (under the superrt ion 
of u gauget· or storckeepe1·-ga.uger in the capacity of gauger) of a solu· 
tion of water and pure cane, beet, or dextrose sugar (containing, re pec­
tlvely, not les than D5 per cent of actual sugar, calculated on a dry 
basls) to the must or to the wine, to correct natural deficiencies, when 
such addition shall not Increase the volume of the resultant product 
more than 35 per cent, and the resultant product does not contain 
less than five parts per thou and of acid before fermentation and not 
more than 13 per cent of alcohol after complete fermentation, shall 
be deemed to be wine within the meaning of thi act, and mal be 
labeled, transported, and sold as " wine," qualified by the name o th 
locality where produced, and may be further qualified by the name of 
its own particular type or variety: A.nd provided fu,·ther, That wine as 
defined in this sec&n may be sweetened with cane sugar or beet su~r 
or pure condensed grape must and fortified under the provisions of this 
act. and wines so sweetened o1· fortified shall be considered sweet wine 
within the meaning of this act. 

SEc. 611. That upon all f>till wines, including vermuth and all arti­
ficia-l or imitation wines cr compounds sold as still wine, which arc here­
after produced in or imported into the United States, or which on tho 
day after the pas age of this act are on any winery premises or other 
bonded premises or in transit thereto or at any customhouse, there shall 
be levied, collected, and paid, in lien of the internal-revenue taxes now 
imposed thereon by law, taxes at rates as follows, when sold, or removed 
for consumption or sale : 

On wines containing not more than 14 per cent of ab olute alcohol, 
16 cents per wine gallon, the per cen.t of alcohol taxable under this 
section to be reekoned by volume and not by weight. 

On wines containing more than 14 per cent and not exceeding 21 per 
cent of absolute alcohol, 40 cents per wine gallon. 

On wine containing more than 21 per cent and not exceeding ~4 tler 
cent of absolute alcohol 1 per wine gallon. 

All such wines containing more than 24 pet· cent of absolute alcohol 
by volume shall be classed as distilled spirits and shall pay tax 
accordingly. 

Sr·:c. tl12. That under such regulations and official supervl. ion a.ncl 
upon the giving of such notices, entries, bonds, and other security as 
the Commissioner, with the approval of the Secretf!.ry, may prescribe, 
any producet· of wines defined under the provisions of this title may; 
withdraw from any fruit distillery or special bonded warehouse grape 
brandy or wine spirits for the fortification of such wines on the pt·em­
ises where actually made: Pt·o videcl, That there shall be levied and 
assessed against the producer of such wines a tax (in lieu of the 
lnternal-revenue tax now imposed thereon by law) of GO cents per proot 
gallon of grape brandy or wlne spirits whenever withdrawn and here~ 
after so used by him in the fortification of such wines during the pre· 
ceding month, which assessment shall be paid by him within 10 months 
from the date of notice thereof: Pnrvidcd fu·rth-er, That nothing con· 
tained in this section shall be construed as exempting any wines, cor· 
dials, liqueurs, or similar compounds from the payment of any tax 
proviued for in this title. 

SEc. 613. That upon the following articles which are hereafter pro· 
duced in or imported into the United States, or which on the day after 
the passage of this act are on any winery premises or other bonded 
premises or in transit thereto or at any customhouse, there shnll be 
levied, collected, and paid ta.xes at rates as follows, when sold, or 
removed for consumption or sale: 

On each bottle or other container of champagne or sparkling wine, 
12 cents on each one-bal! pint or fraction thereof. 

On each bottle or other container of artificially carbonated wine, 
G cents on each one-half pint or fraction thereof. 

On each bottle or other container of liqueurs, cordials, or similar 
compounds, by whatever name sold or offered for sale, containing sweet 
wine fo1·tified with grape brandy, G cents on each one-half pint or 
fraction thereof. 

The tax imposed l.iy this section shall, in the ca e of any article upon. 
which a corresponding internnl-rerenue tax is now i.mpo cd by law, be 
in lieu of such tax. 

SEc. 614. That upon all articles specified in section G11 or G13 upon 
which the internal-re>enue tax now impo ed by law has been paid and 
which are on the day after the passage of this net held by any person 
and intended for s::lle, there shall be le>icd, collected, and paid a floor 
tax equal to the ilifference between the tax imposed by this net and the 
tax so paid. 

SEC. 615. That upon all sweet wines held for sale by the producer 
thereof upon the day after the passage of this act there shall ue levied, 
assessed, collet~tcd, and paid a floor tax equl\,alent to 30 cent per proof 
gallon upon the grape brandy o1· wine spirits u ed in the fortification 
of such w1ne. 

SEC. G16. That the taxes imposed by section G11 or Gl:J shall be paid 
by stamp on removal cff. tire wines from the customhouse, winery, or 
other bonded pla.c of storage for consumption or sale, and every person 
het·cafter producing, or having in bi possession or under his control 
when this title takes effect, any w ines subject to the tax imposed in 
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section 811 or 613 shall file such notice, describing the premises on 
which snch wines nrc produced or stored; shall execute a bond in such 
form; shall make su-h invt'ntories under oath; and shall, prior to sale 
or removal for consumption, affix to each cask or vessel containing such 
wine such marks, labels, or stamps as the Commissioner, with the ap­
proval of the ecretary, may from time to time prescribe; and the prem­
ises describt'd in r;ucb notice shall, for the purpose of this act, be re­
garded as bonded premises. But the provisions of this section, except 
as to payment of tax and the affixing of the required stamps or labels, 
shall not apply to wines held by retail dealers, as defined in section 
3244 of the Revised Statutes, nor, subject to regulations prescribed by 
the Commissioner, with the approval of the Secretary, shall the tax 

. imposed by section 611 .apply to wines produced for the f:unily use of 
the duly registered producer thereof and not sold pr otherwise removed 
from the place of manufacture and not exceeding in any case 200 gal­
lons per year. 

SEc. ol7. That sections 42, 43, and 45 of the act entitled "An act 
to reduce the revenue and equalize duties on imports, and for other 
purposes," approvt>d October 1, 1890, as amended by section 68 of the 
act entitled "An act to reduce taxation, to provide revenue for the 
Government, and for other purposes," approved August 27, 1894, are 
further amended to read as follows : 

·• SEC. 42. That any producer of pure sweet wines may use in the 
preparation cf such sweet wines, under such regulations and after the 
filing of such notices and bonds, together with the keeping of such rec­
ords and the rendition of such reports as to materials and products as 
the Commissioner of Internal Revenue, with the approval of the Secre­
tary of the Treasury, may prescribe, wine spirits produced by any duly 
authorized distiller, and the Commissioner of Internal Revenue, in de­
termining the liability of any distiller of wine .spirits to assessment 
under section 330~ of the Revised Statutes, is authoi'ized to allow such 
distiller credit in Ws computations for the wine spirits withdrawn to 
be used in fortifying sweet wines under this act. 

" SEC. 43. That the wine spirits mentioned in section 42 is the prod­
uct resulting from the distillation of fermented grape juice, to which 
watet· may have been added prior to, during, or :tfter fermentation, for 
the sole purpose of facilitating the fermentation and economical distil­
lation thereof, and shall be held to include the product from grapes or 
their residues commonly known as grape brandy, and shall include com­
mercial grape brandy which may have been colored with burnt sugar 
or C!l-r:unel ; al'!d the pure sweet wine which may be fortified with wine 
spirits under the provisions of this act is fermented or partially fer­
mented grape juice only, with the usual cellar treatment, and shall 
contain no other substance whatever introduced before, at the time of, 
or after fermentation, except as herein expressly provided : Provided. 
!.rhat ~e addition of pure boiled or condensed grape must or pure 
crys~lhzed cane or beet sug.ar, or pure dextrose sugar containing, re­
spectively, cot less than 95 per cent of actual sugar, culculated on a 
dry basis, or water, or any or all of them, to the pure grape juice be­
fore fermentation, or to the fermented product of such grape juiC(), or 
to both, prior to the fortification herein provided for, either for the 
purpose of perfecting sweet wines according to commercial standards 
or for mechanical purposes, shall not be excluded by the definition of 
pure sweet wine aforesaid : Provided, however, That the cane or beet 
sug!J.r, or pure dextrose sugar, added for sweetening purposes shall not 
be m exc~ss of 11 per cent of the wei~ht of the wine to be fortified : 
Atll~ pl·ov~ded ft£rlhM", That the addition of water herein authorized 
shall be under such regulations :ts the Commissioner of Internal Rev­
e!lue, with the appr_?val of ti?e Secretary of the Treasury, may from 
time to time prescribe : Provtded, limoever, That records kept in ac­
cord::m~e with such regulations as to the percentage of saccharine, acid, 
nlcohohc, and :tdded water content of the wine oft'e.red for fortification 
shall be open to inspection by any official of the Department of Agri­
~nlture thereto duly authorized by the Secretary of Agriculture; but 
rn no case shall such wines to which water has been added be eligible 
for fortification under the provisi?ns of this act, where the same, after 
fermentation and before fortification, have an alcoholic sh·ength of less 
than 5 per cent of their volume. 

"SEc. 45. That under such regulations and official supervision, and 
upon the execution of such entries and the ~ving of such bonds bills 
of lading, and other security as the CommissJOner of Internal Re~enue, 
with the approval of the Secretary of the Treasury, shall prescribe, 
any producer of pure sweet wines as defined by this act may withdraw 
wine spirits from any special bonded warehouse in original packages 
or from any registered distillery in any quantity not less than 80 wine 
gallons, and may use so much of the same as may be required by him 
under such regulations, and after the filing of such notices and bonds 
and the keeping of such records and the rendition of such reports as 
to materials and products and the disposition of the same as the Com­
missioner of Internal Revenue

6
with the approval of the Secretary of 

the Treasury, shall prescribe, fortifying the pure sweet wines made 
by him, and for no othe1· purpose, in accordance with the foregoing 
limitations and provisions; and the Commissioner of Inte1·nal Revenue, 
with the approval of l:he Secretary of the Treasury, is authorized when­
ever he shall deem it to be necessa17 for the pr.eyention of violations 
of this law to prescribe that wine spirits withd1·awn under this section 
shall not be used to fortify · wines except at a certain distance pre­
scribed by him from any distillery, rectifying bouse, winery, or other 
establishment used for producing or storing distilled spirits, or for 
making or storing wines other than wines which are so fortified, and 
that in the building in which such fortification of wines is practiced 
no wines or spirits other than those permitted by this regulation shall 
be stored in any room or part of the building in which fortification 
of wines is practiced. The use of wine spirits for the fortification of 
sweet wines under this act shall be under the immediate supervision 
of an officer of internal revenue, who shall make returns describing 
the kinds and quantities of wine so fortified, and shall affix such stamps 
and seals to the packages containing such wines as may be prescribed 
by the Commissioner of Internal Revenue, with the approval of the 
Secretary of the Treasury ; and the Commissioner of Internal Revenue 
with the appro·val of the Secretary of the Treasury, shall provide by 
re211lations the time within which wines so fortified with the wine 
spirits so withdrawn may be subject to inspection, and for final ac­
counting for the use of such wine spirits and for rewarehousing or 
for payment of the tax on any portion of such wine spirits which 
remain not used in fortifying pure sweet wines." 

SEC. 618. (a) '.fhat under such regulations and upon the execution 
of such notices, entries, bonds, and other security as the commissioner, 
with the approval of the Secrelary, may prescribe, domestic wines 
subject to the tax imposed by section 611 may be removed from the 
winery where produced, free of tax, for storage on other bonded 
premises or from such premist's to othe1· bonded premises (but not 
more than one such additional removal shall be allowed), or for 

exportation from the United States or for use as distilling material 
at any regularly registered distillery: Pravided, lwtvet·er, 'I'hat the dis­
tiller using any such wine as material shall, subject to the proyisions 
of section 3309 of the Revised Statutes as amended, be held to pay 
the tax on the product of such wines as will include both the alco­
holic strength therein produced by fermentation and that obtained· 
from the brandy or wine spirits added to such wines at the time of 
fortification. 

(b) Under regulations prescribed by the commissioner, with the. 
approval of the Secretary, it shall be lawful to produce grape wines 
on bonded winery premises by the usual method of fermentation. and 
to transport and use the same, and like wines heretoto1·e produced 
and now stored on bonded winery premises, as distilling material for 
the production of nonbeverage spirits in the production of nonalcoholic 
wines containing less than one-half of 1 per cent of alcohol by volume 
In any fruit brandy or industrial distillery : Provided, That all alco­
holic spirits so obtained at any industrial distillery shall be denatured. 
and all spirits so obtained at any fruit distillery shall be removed and 
used only for nonbeverage purposes or for denaturation. 

SEc. 619. That the collection of the tax on imported still wines, 
including vermuth, and sparkling wines, including champagne, and 
on imported liqueurs, cordials, and similar compounds, may be made 
within the discretion of the commissioner, with the approval of the 
Secretary, by assessment instead of by stamps. 

SEC. 620. That whoever evades or attempts to evade any tax imposed 
by sections 611 to 615, both inclusive, or any requirement of sections 
610 to 621, both inclusive, or regulation issued pursuant thereto, or 
whoever, otherwise than as provided in such sections, recovers or 
attempts to recover any spirits from domestic or imported wine, or 
whoever rectifies, mixes, or compounds with distilled spirits any domestic 
wines oth€r than in the manufacture of liqueurs, cordials, or similar 
compounds, shall, on conviction, be punished for each such otrense 
by a fine of not exceeding $5,000, or imprisonment for not more than 
five years, or both, and ln addition thereto by a penalty of double 
the tax evaded, or attempted to be evaded, to be assessed and collected 
in the same manner as taxes are assessed and collected, and all wines, 
spirits, liqueurs, cordials, or similar compounds as to whicn such 
violation occurs shall be forfeited to the United States. But the pro­
visions of this section and the provisions of section 3244 of the 
Revised Statutes as amended relating to rectification, oc other intemal­
revenoe laws of the United States, shall not be held to apply to or 
prohibit the mixing or blending of wines subject to tax under the 
provisions of sections 611 to 615, both inclusive, with each other or 
with other wines for the sole purpose of perfecting such wines ac­
cording to commercial standards: Pro>Vided, That nothing herein con­
tained shall be construed as prohibiting the use of tax-paid grain or 
other ethyl alcohol in the fortification of sweet wines as defined in 
section 610 of this act and section 43 of the act entitled "An act to 
reduce the revenue and equalize duties on · imports, and for other 
purposes." approved October 1. 1890, as amended by this act. 

SEC. 621. That the commissioner, by regulations to be approYed by 
the Secretary, may require the use of each fruit distillery of such spirit 
meters, and such locks and seals to be affixed to fermenters, tanks, or 
other vessels and to such pipe connections as may in his judgment be 
necessary or expedient, and is hereby authorized to assign to any such 
distillery and to each winery where wines are to be fortified such number 
of gaugers or storekeeper-gaugers in the capacity of ganger-s as may be 
necessary for the proper supervision of the manufacture of brandy or the 
making or fortifying of wines subject to tax imposed by this section ; 
and the compensation of such officers shall not exceed $5 per diem 
while so assigned, together with their actual and necessary traveling 
expenses, and also :t reasonable allowance for their board bills, to be 
fixed by the commissioner, with the approval of the Secretary, but not 
to exceed $2.50 per diem for such board bills. 

SEc. 622. That the commissioner, with the approval of the Secretary, 
is hereby authorized to make such allowances for unavoidable loss of 
wines while on storage or during cellar treatment as in his judgment 
may be just and proper. 

SEC. 623. That thP. second paragraph of section 3264 of the Re>ised 
Statutes, as amended by section 5 of the act of March 1, 1879, and as 
further amended by the act of June 22, 1910, be amended so as to read 
as follows : . 

r. In all surveys 45 gallons of mash or beer brewed or fermented from 
grain shall represent not less than 1 bushel of grain, and 7 gallons 
of mash or beer brewed or fermented from molasses shall represent 
not less than 1 ~allon or molasses, except in distilleries operated on the 
sour-mash principle, in which distilleries 60 gallons of beer brewed or 
fermented from ~rain shall represent not Jess than 1 bushel of grain, 
and except that m distilleries where the filtration·aeration process is 
used, with the approval of ihe Commissioner of Internal Revenue ; that 
is; where the mash after it leaves the mash tub is passed through a 
filtering machine before it is run into the fermenting tub, and only the 
filtered liquor passes into the fermenting tub, there shall hereafter be 
no limitattion upon the number of gallons of water which may be used 
in the process of mashing or filtration for fermentation ; but the Com­
mis loner of Internal Revenue, with the approval of the Secretary of 
the Treasury, in order to protect the revenue, shall be authorized to 
prescribe by regulation, to be made b~ him, such character of survey as 
he may find -suitable for distilleries usmg such filtration-aeration pracess. 
The provisions hereof relating to filtration-aeration process shall apply 
only to sweet-mash distilleries." 

SEC. 624. That under such regulations as the commissioner, with the 
approval of the Secretary, may prescribe, alcohol or other distilled 
spirits of a proof strength of not less than 180· degrees intended for 
export tree of tax may be drawn from receiving cisterns at any distil­
lery, or from storage tanks in any distillery warehouse, for transfer to 
tanks or tank cars for export from the United States, and all provisions 
of existing law relating to the exportation of distilled spirits Dot in­
consistent herewith shall apply to spirits removed !or export undet: the 
provisions of this act. 

SEc. 625. That section 3255 of the Revised Statutes as amended by 
the act of June 3, 1896, and as further amended by the act of March 2, 
1911, be further amended so as to read as follows: 

" SEc. 3255. The Commissioner of Internal Revenue1 with the ap· 
proval of the Secretary of the Treasury, may exempt distillers of brandy 
made exclusively from apples, peaches, grapes, pears, pineapples, or­
anges, apricots, berries, plumsr pawpaws, persimmons, prunes, figs, or 
cherries from any provision of this 'title relating to the manufacture of 
spirits, except as to the tax thereon, when in his judgment it may 
seem expedient to do so : Provided, That where, in the manufacture of 
wine, artificial sweetening has been used the wine or the fruit pomace 
residium may be u ed in the distillation of brandy, and such use shall 
not prevent the Commissioner of Internal Revenue, with the approval 
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of the Secretary of the Treasury, from exempting such distiller from 
any provi ion of this title relating to the manufacture of spirits, except 
as to the tax thereon. when in his judgment it may seem expedient to 
do flO: And 1)rovidcd jurtller, That the distillers mentioned in this 
f'ection may add to not less than 500 gallons (or 10 barrels) of grape 
cheese not more than 500 gallons of a sugar solution made from cane, 
beet, starch, or corn sugar, 95 per cent pure, such. solution to have a 
saccharine strength of not to exceed 10 per cent, and may .ferment the 
resultant mixture on a winery or distillery premises, and such fermented 
product shall be regarded as distilling material." 

SEc. 626. That distilled spirits known commercially as gin of not 
less than 80 per c;ent proof may at any time within eight years after 
entry in bond at any distillery be bottled in bond at such distillery for 
export without the payment of tax, under such rules and regulations 
as the commis loner, with the approval of the Secretary, may prescribe. 
· S£c. 627. That section 3354 of the Revised Statutes as amended by 
the act approved June 18, 1890, be, and is hereby, amended to read as 
follows: 

" EC. 33u4. Every person who withdraws any fermented liquor from 
any hogshead, barrel, keg, or other vessel upon which the proper stamp 
has not been affixed for the purpose of bottling the same, or who carries 
on or attempts to carry on the business of bottling fermented liquor in 
any brewery or other place in which fermented liquor is made or upon 
any premises having communication with such brewery, or any ware­
hou. e, shall be liable to a fine of $500, and the property used in such 
bottling or busine s shall be liable to forfeiture : Provided, however, 
That this section shall not be construed to prevent the withdrawal and 
tran fer of unfermented, partially fermented, or fermented liquors 
from any of the vats in any brewery by way of a pipe line or other 
conduit to another building or place fo.r the sole purpose of bottling 
the same, such pipe line or conduit to be constructed and operated in 
such mannet· and with such cisterns, vats, tank , valves, cocks, faucets, 
and gauges, or other utensils or apparatus, either on the premises of 
the brewery or the bottling house, and with such changes of or addi­
tions thereto, an!l such locks, seals, .or other fastenings, and under such 
rules and regulations as shall be from time to time prescribed by the 
Commissioner of Internal Revenue, subject to the approval of the 
Secretary of the Treasury, and all locks and seals prescribed shall be 
provided by the Commissioner of Internal Revenue at the expense of 
the United States: Provided further, That the tax imposed in section 
3339 of the Revised Statutes shall be paid on all fermented liquor re­
moved from a brewery to a bottling house by means of a pipe or con­
duit, at the time of such removal, by the cancellation and defacement, 
by the collector of the district or his deputy, in the presence of the 
brewer, of the niunber of stamps denoting the tax on the fermented 
liquor thus removed. The stamps thus canceled and defaced shall be 
disposed of and accounted for in the manner directed by the Commis­
sioner of Internal Revenue, with the approval of the Secretary of the 
Treasury. And any violation of the rules and regulations hereafter 
prescribed by the Commissioner of Internal Revenue, with the approval 
of the Secretary of the Treasury, in pursuance of these provisions 
shall be subject to the penalties above provided by this section. 
Every owner, agent, or superintendent of any brewery or bottling 
house who removes, or connives at the removal of, any fermented 
liquor through a pipe line or conduit without payment of the tax 
thereon, or who attempts in any manner to defraud the revenue as 
above, shall forfeit all the liquors made by and for him, and all the 
vessels, utensils, and apparatus used in making the same." 

SEc. 628. That there shall be levied, assessed, collected, and paid in 
lieu of the taxes imposed by sections 313 a.nd 315 of the revenue act 
of 1917-

(a) Upon all beverages derived wholly or in part from cereals or 
substitutes therefor and containing less than one-half of 1 per cent of 
alcohol, sold by the manufacturer, producer, or importer, in bottles 
or other closed containers, a tax equivalent to 15 per cent of the price 
for which so sold; and upon all ginger ale, root beer, sarsaparilla, pop, 
artificial mineral waters (carbonated or not carbonated), other car­
bonated waters or beverages, and other soft drinks (except fruit or 
berry juice), sold by the manufacturer, producer, or importer, in 
bottles or other closed containers, a tax equivalent to 10 per cent of 
the price for which so sold ; and 

(l.J) Upon all natural mineral waters or table waters sold by the 
producer, bottler, or importer thereof, in bottles or other closed con­
tainers a tax equivalent to 5 per cent of the price for which so sold. 
• SEc.' 629. That each manufacturer, producer, bottler, or importer of 
any of the articles enumerated in section 628 shall make monthly 
returns under oath in duplicate and pay the taxes imposed in respect 
to such articles by such section to the collector for the district in 
which is located the principal place of business, containing such infor­
mation necessary for the assessment of the tax, and at such times and 
in such manner as the commissioner, with the approval of the Secre­
tary, may by regulation prescribe. 

The tax shall, without assessment by the commissioner or notice 
from the collector, be due and payable to the collector at the time so 
fixed for filing the return. If the tax is not paid when due there 
shall be added as part of the tax a penalty of 5 per cent, together with 
interest at the rate of 1 per cent for each full month, from the time 
when· the tax became due. 

SEc. 630. That on and after , --, there shall be levied, 
assessed, collected. and paid a tax of 1 cent for each 10 cents or frac­
tion thereof of the amount paid to any person conducting a soda 
fountain, ice-cream parlor, or other similar place of business, for drinks 
commonly known as soft drinks, compounded or mixed at such place 
of busines , or for ice cream, ice-cream sodas, stmdaes, or other similar 
articles of food or drink, when any of the above are sold on or after 
such date for consumption in or in proximity to such place of busi­
ne ·. Such tax shall be paid by the purchaser to the vendor at the 
time of the sale and shall be collected, returned, and palU. to the 
United States by such vendor in the same manner as provided in 
section 502. 
TITLE VII.-TAX 0~ CI~ABS, TOBACCO, A~D MANUFACTURES 'l'H.E.nEOF. 

SEC. 700. (a} That upon cigars and cigarettes manufactured in or 
imported into tile United States, and hereafter sold by the manufac­
turet· or importer, or removed for consumption or sale, there shall be 
levied, collected, and paid under the provisions of existing law, in 
lieu of the internal-revenue taxes now imposed thereon by law, the 
following taxes, to be paid by the manufacturer or importer thereof: 

On cigars of all descriptions made of tobacco, or any substitute 
thet•efor, and weighing .not morelthan 3 pounds per thousand, $1.50 
per thousand ; · · 

On cigars made of tobacco, or any substitute therefor, and weighing 
more than 3 pounds pe1· thousand, if manufactured or imported to 
retail at not more than G cents each, $4 per thousand ; 

If manufactured or imported to retail at more than 5 cent each 
and not more than 8 cents each, G.40 per thousand ; 

If manufactured or imported to retail at more than 8 cent each 
and not more than 15 cents each, 9 P<'l' thou and ; 

It manufactured or :Unported to retail at more than 15 cents each 
and not more than 20 cents each, $12 per thousand; 

If manufactured or imported to retail at more than 20 cents each, 
$15 per thousand ; 

On cigarettes made of tobacco, or any substitute therefor, and 
weighing not more than 3 pounds per thousand, $2.90 pet· thousand ; 

Weighing more than 3 pounds per thousand, $7.20 per thousand. 
(b) Whenever in this section r eference is made to cigars manufac­

ttued or imported to retail at not over a. certain price each, then in 
determining the tax to be paid regard shall be had to the ordinary 
retail price of a single cigar. 

(c) The commissioner may, by regulation, require the manufacturer 
or importer to affix to each box, package, or container a conspicuous 
label. indicating the clause of this section under which the cigars 
therein contained have been tax-paid, which must correspond with the 
tax-paid stamp on such box or container. 

(d) Every manufacturer of cigarettes (including small cigars weigh. 
ing not more than 3 pounds per thousand) shall put up all tbe ciga­
rettes and such small cigars that he manufactures or bas manufactured 
for him, and sells or removes fot· consumption or sale, in packages ot• 
parcels containing 5, 8, 10, 12, 15, 16, 20, 24, 40, 50, 80, or 100 ciga­
rettes each, and shall securely affix to each of such packages or par­
cels a suitable stamp denoting the tax thereon and shall properly can­
cel the same prior to such sale or removal · for consumption or sale 
under such re~lations as the commissioner, with the approval of the 
Secretary, shall prescribe; and all cigarettes imported from a foreign 
country shall be packed, stamped, and the stamps canceled in a like 
manner, in addition to the import stamp indicating inspection of the 
customhouse before they are withdrawn thet·efrom. 

SEC. 701. (a) That upon all tobacco and snuff manufactured in or 
imported into the nited States, and hereafter sold by the manufac. 
turer or importer, or removed for consumption or sale, there shall be 
Jevied, collected, and paid, in lieu of the internal-revenue taxes now 
imposed thereon by law, a tax of 18 cents pet• pound, to be paid by the 
manufacturer or importer thereof. 

(b) Section 3362 of the Revised Statutes, as amended, is hereby 
amended to read as follows : 

" SEc. 3362. All manufactured tobacco shall be put up and prepared 
by the manufacturer for sale, or removal for sale or consumption, in 
packages of the following description and in no other manner : 

"All smoking tobacco, snuff, fine-cut chewing tobacco, all cut and 
graulated tobacco, all shorts, the refuse of fine-cut chewing, which 
has passed through a riddle of 36 meshes to the square inch, and all 
refuse scraps, clippings, cuttings, and sweepings of tobacco, and all 
other kinds of tobacco not otherwise provided for, in packages ·con· 
taining one-eighth of an ounce, three-eighths of an ounce, and further 
packages with a di.fl'erence between each package and the one next 
smaller of one-eighth of an ounce up to and including 2 ounces, and 
.further packages with a difference between each package and the on~ 
next smaller of one-fourth of an ounce up to and including 4 ounces, 
and packages of o ounces, 6 ounces, 7 ounces, 8 ()Unces, 10 ounces, 12 
ounces, 14 ounces, and 16 ()Unces: Provided That snuff may, nt the 
option of the manufacturer~ be put up in bladders and in jars coutaln· 
ing not exceeding 20 pounas. · 

"All cavendish, plug, and twist tobacco, in WO(}den packages not 
exceeding 200 pounds net weight. 

"And every such wooden package shall have printed or marked 
thereon the manufacturer's name and place of manufacture, the regis­
tered number ()f the manufactory, and the gross weight, the tare, and 
the net weight of the tobacco in each package: Provided, That these 
limitations and descriptions of packages shall not apply to tobacco and 
snu.fl' transported in bond for exportation and actually exported : A.t~d 
provided further·, That perique tobacco, snu.fl' flour, fine-cut .shorts, the 
refuse of fine-cut chewmg tobacco, refuse scraps, clippings, cuttings, 
and sweepings of tobacco, may be sold in bulk as material, and without 
the payment of tax, by one manufacturer directly to another manufac­
turer..~. or for export, under such restrictions, rules, and regulations as 
the \,;Ommissioner of Internal Revenue may presct'ibe: Ana provided 
further, That wood, metal, paper, or other materials may be used sepa­
rately or in combination for packing tobacco, snu.fl', and cigars, under 
such regulations as the Commissioner of Internal. Revenue may estab-
lish." . 

SEC. 702. 'Ihat upon all the articles ·enumerated in section 700 or 
701, which were manufactured or imported, and removed from factory 
or customhouse on or prior to the date of the passage of this act, and 
upon which the tax imposed by existing law has been paid, and which 
are, on the day after the passage of this act, heid by any person and 
intended .for sale, there shall be levied, assessed, collected, and paid a 
floor tax equal to the ditl'erence between (a} the tax imposed by this 
act upon such, articles according to the class in which they are placed 
by this title, and (b) the tax imposed upon such articles by exi ting 
law other than section 403 of the revenue act of 1917. 

In the case of any person making due return as required by the 
commissioner of the stock of all such articles on such date so held by 
him, the tax imposed by this section shall apply only to the excess of 
manuf~ctured tobacco and snu.fl' over 50 pounds, to the excess of cigars 
over 1,000, and to the excess of cigarettes over 3,000. 

SEC. 703. That there shall be levied, collected, and paid, in lieu of 
the taxes imposed by section 404 of the revenue act of 1917, upon 
cigarette paper made up into packages, books, set·, or tubes, made up 
in or imported into tbe United States and hereafter sold by the manu­
facturer or importer to any person (other than to a manufacturer of 
cigarettes for use by him in the manufacture of cigarettes) the follow­
ing taxes, to be paid by the manufacturer or importer : On each pack­
age, book, or set, containing more than 25 but not more tban 50 
papers, ()ne-half cent ; containing more than 50 but not more than 
100 papers, 1 cent; containing more than 100 papers, one-half cent 
for each 50 papers or fractional part thereof; and upon tubes, 1 cent 
for each 50 tubes or fractional part thereof. 

Every manufacturer of cigarettes purchasing any cigarette paper 
made up into tubes (a} shall give bond in an amount and with sureties 
satisfactory to the commissioner that he will use such tubes in the 
manufacture of cigarettes or pay thereon a tax equivalent to the tax 
imposed by this section, and (b) shall keep such records and render 
under _oath such returns as the commissioner finds necessary to show 
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the disposition of all tubes purchased or imported by such manu-[ sion in excess of the regular or established price or charge therefor such 
facturer of cigarettes. tax to be returned and paid, in the manner provided in section 903 

SEc. 704. That ·section 3.':1 of the act of August 5, 1909, be, and is by the person selling such tickets; ' 
hereby, repealed, to take effect April 1, 1919. (5) In the case of persons having the permanent use of boxes or 

That section 3360 of the Revised Statutes be, and is hereby, amended seats in an opera house or any place of amusement or a 1ease for the 
to read as follows: use of such box or seat in such opera house or place of amusement (in 

"SEC. 3360. (a) Every dealer in leaf tobacco shall tile with the lieu of the tax imposed by paragraph (1) ), a tax equivalent to 10 per 
collector of the district in which his business is carried on, a state- cent of the amount for which a similar box or seat is sold tor each 
ment in duplicate, subscribed under oath, setting forth the place, and performance or exhibition at which the box or seat is used or reserved by 
1f in a city, the street nnd number of the street, where his business or for the lessee or bolder, such tax to be paid by the lessee or bolder· 
is to be carried on and the exact location of each place where leaf and • 
tobacco is held by hllii on storage, and, whenever he adds to or dis- (6) A tax of 1 cent. for each 10 cents or fraction thereof of the 
continues any of his leaf tobacco storage places, he shall give immedi- amount patd for admission to any pnblic performance for ·profit at any 
ate notice to the collector of the district in which he is registered. roof garden, cabaret, or other similar entertainment, to which the 

"Every such deal~r shall give a bond with surety, satisfactory to, charge for admission is wholly or in part includetl in the price paid for 
and to be approved by, the collector of the district, in such penal sum r~freshment, service, or merchandise; the amount paid for such adJD.ls.. 
as the collector may require, not less than $500; and a new bond may s1on to be deemed to be 20 per cent of the amount paid for refreshment 
be required in the discretion of the collector or under instructions of service, and merchandise; such tax to be paid by the person paying tor 
the commissioner. such refreshment, service, or merchandise. 

"Every such dealer shall be assigned a number by the collector of (b) No tar shall be levied under this title in respect to any admis-
the district, which number shall appear in every inventory, invoice, sions all the proceeds of which inure exclusively to the benefit of 
and report rendered by the dealer, who shall also obta~n certificates rell.gious, education~, or charitable institutions, societies, or organt­
from the collector of the district setting forth the place where his zations, or organizations conducted for the sole purpose of maintaining 
business is carried on and the places designated by the dealer as the symphony orchestras and receiving substantial support from voluntary 
places of storage of his tobacco, which certificates shall be posted contributions, or exclusively to the benefit of persons in the military 
conspicuously within the dealer's registered place of business, and or naval forces of the United States, or admissions to agricultural fairs 
within each designated place of storage. none of the profits of which are distributed to stockholders or members 

" (b) Every dealer in leaf tobacco shall make and deliver to the of the association conducting the same. 
collector of the district a true inventory of the quantity of the dif- (c) The term "admission" as used in this title Includes seats and 
ferent kinds of tobacco held or owned, and where stored by him, on tables, reserved or otherwise, and other similar accommodations, and . 
the 1st day of January of each year, or at the time of commencing the charges made therefor. 
nnd at the time of concluding business., 1f before or after the 1st day (d) The price (exclusive of the tax to be paid by the person paying 
of January, such inventory to be maae under oath and rendered in for admi sion) at which every admission ticket or card is sold shall 
such form as may be prescribed by the commissioner. be conspicuousll and indelibly printed, stamped, or written on the face 

" Every dealer in lenf tobacco shall render such invoices and keep or back thereo , together with the name of the vendor if sold other 
such records as shall be prescribed by the commissioner, and shall than at the ticket office of the theater, opera, or other place of amuse­
enter therein, day by day, and upon the same day on which the cir- ment. Whoever sells an admission ticket or card on which the name 
cum!rtance, thing, or act to be recorded is done or occurs, an accurate of the vendor and price is not so printed,_ stamped, or written, or at a 
account of the number of ho~heads, tierces, cases, and bales, and price in excess of the price so printed, stamped, or written thereon, is 
quantity of leaf tobacco contamed therein, purchased or recei~ed by guilty of a misdemeanor, and upon conviction thereof shall be fined 
him, on assignment, consignment, for storage, by transfer, or other- not more than $100. 
wise, and of whom purchased or received, and the number of hogsheads, SEc. 801. That from and after --- there shall be levied, assessed. 
tierces, cases, and bales, and the quantity of leaf tobacco contained collected, and paid, in lieu of the taxes imposed by section 701 of the 
therein, sold by him, with the name and residence in each instance of revenue act of 1917, a tax equivalent to 10 per cent of any amount 
the person to whom sold, and if shipped, to whom shipped, and to paid on or after such date, for any period after such date, (a) as 
what district; such records shall be kept at his place of business at dues or membership fees (where the dues or fees of an active resident 
all times and preserved for a period of two years, and the same shall annual member are in excess of $10 per year) to any social, athletic,. 
be open at all hours for the inspection of any internal-revenue officer or sporting club or organization, or (b) as initiation fees to such a 
or agent. club or organization, if such fees amount to more than $10, or if the 

"l!."very dealer in leaf tobacco on or before the 10th day of each dues or membership fees (not including initiation fees) of an active 
month, shall furnish to the collector of the district a true and com- resident annual member are in excess of $10 per year; such taxes to 
plete report of all purchases, receipts sales, and shipments of leaf be paid by the person paying such dues or fees : Pro-vided, That there 
tobacco made by him during the month next preceding, which report shall be exempted from the provisions of this section all amounts paid 
shall be verified and rendered in such form as the commissioner, with as dues or fees to a fraternal society,· order, or association, operating 
:the approval of the Secretary, shall prescribe. under the lodge system. In the case of llfe memberships a life member 

"(c) Sales or shipments of leaf tobacco by a dealer in leaf tobacco shall pay annually, at the time for the payment of dues by active 
shall be in quantities of not less than a hogshead, tierce, case, or resident annual members, a tax equivalent to the tax upon the amount 
bale, except loose leaf tobacco comprising the breaks on warehouse paid by such a member, but shall pay no tax upon the amount paid for 
fioors, and except to a duly registered manufacturer of cigars for use life membership. 
in his own manufactory exclusively. SEc. 802. That eTery person (a) receiving an[ payments for such 

"Dealers in leaf tobacco shall make shipments of leaf tobacco only admission, dues, or fees shall collect the amoun of the tax imposed 
to other dealers in leaf tobacco, to registered manufacturers of tobacco, by section 800 or 801 from the person making such payments, or (b) 
snufl', cigars or cigarettes, or for export. admitting any person free to any place for admission to which a: 

"(d) Upon all leaf tobacco sold, removed, or shipped by any dealer charge Is made, shall collect the amount of the tax imposed by section 
in leaf tobacco in violation of the provisions of subdi-vision (c), or in 800 from the person so admitted. Every club or organization having 
respect to which no report has been made by such dealer in accord- life members shall collect from such members the amount of the tax 
nnce with the provisions of subdivision (b~l there shall be levied, as- imposed by section 801. In all the above cases returns and payments 
sessed, collected~ and paid a tax equal to roe tax then in force upon of the amount so collected shall be made at the same time and in the 
manufactured tooacco, such tax to be assessed and collected in tbe same same manner as provided in section 502. 
manner as the tax on manufactured tobacco. 

"(e) Every dealer in leaf tobacco TITLE IX.-EXCISE TAXES. 
"(1) who neglects or refuses to furnish the statement, to giTe bond, 

to keep books, to file inventory, or to render the invoice , returns, or 
reports requiretl by the commissioner, or to notify the collector of the 
district of additions to his places of storage ; or · 

"(2) who ships or delivers leaf tobacco, except as bercin provided; or 
"(3) who fraudulently omits to account for tobacco purchased, re-

ceived, .. sold, or shipped . . 
shall be fined not less than $100 or more than $500, or imprisoned not 
more than one year, or both. 

" (f) For the purposes of this section a farmer or grower of tobacco 
shall not be regarded as n dealer in leaf tobacco in respect to the leaf 
tobacco produced by him." 

TITLE VIII.-TA.X 0~ ADMISSIOXS AXD D"GES. 
SEC. 800. (a) That from and after , --, there shall be 

levied, assessed, collected, and paid, in lieu of the taxes imposed by 
section 700 of the revenue act of 1917-

(1) A tax of 1 cent for each 10 cents or fraction thereof of the 
amount paid for admission to any place on or after such date, including 
admission by season ticket or subscription, to be paid by the person 
paying for such admission ; 

(2) In the case of persons (except bona fide employees. municipal 
officers on official business, persons in the military or naval forces of 
the United States when in uniform, and children under 12 yearB of 
age) admitted free or at reduced rates to any place at a time when 
and under circumstances under which an admiss1on charge i.s made to 
other .tJersons, a tax of 1 cent for each 10 cents or fraction thereof of 
the prtce so charged to such other persons for the same or similar ac­
commodations1 to be paid by the person so adm1tted ; 

(3) Upon tickets or cards of admission to theaters, operas, and other 
places of amusement, sold at news stands, hotels, and places ()ther 
than the ticket offices of such theaters, ®eras, or other places of amuse­
ment, at not to exceed 50 cents in excess of the smn of the established 
price therefor at such ticket offices plus the amount of any tax im­
_posed under paragraph (1), a tax equivalent to 10 per cent of the 
amount of such excess ; and if sold for more than 50 cents in excess 
of the sum of such established price plus the amount of any tax im-

. posed under paragraph (1), a tax equivalent to 50 pef cent ot the 
whole amount of such excess, such taxes to be returned and paid, iD 
tlle DUlnner provided in section 903, by the person selllng such tickets; 

(4) A tax equivalent to 50 per cent of the amount for which the 
proprietors, managers, or employees of any opera house, tbe'ater, or 
otaer place of amusement sell or dispose of tickets or cards of admis-

SEC. 900. That there shall be levied, assessed, collected, and paid, 
upon the following articles sold or leased by the manufacturer, pro­
ducer, or importer, a tax equivalent to the following percentages of 
the price for which so sold or leased- ' 

(1) Automobiles, motorcycles, automobile trucks, automobile wagons, 
automobile trailers or traetors, 5 per cent; 

(2) Tires, inner tuDes, parts, or accessories, for any of the articles 
enumerated in subdivision (1), sold to any person other than a manu­
facturer or producer of any of the articles enumerated in subdivision 
(1), 5 per cent; 

(3) Pianos, organs (other than pipe organs) piano players, grapbo­
phones, phonographs, talking machines, music boxes, and records used 
in connection with any musical instrument, piano player, graphophone, 
phonograph, or talking machine, 5 per cent; 

( 4) Tennis rackets, nets, racket covers and presses, skates, snow· 
shoes, skis, toboggans, canoes, paddles and cushions, polo mallets, base­
ball bats, gloves, masks, protectors, shoes and uniforms, football hel­
mets, harness, and goals, basket-ball goals and uniforms, golf bags and 
clubs, lacrosse sticks, balls of all kinds, including baseballs, "f"ootballs, 
tennis, golf, lacrosse, billiard and pool balls, fishing rods and reels, 
billiard and pool tables, chess and checker boards and pieces, dice, 
games and parts of games (except playing cards and children's toys 
and games), and all similar articles commonly or commercially known 
as sporting goods, 10 per cent ; 

1
5) Chewing gum or substitutes therefor, 3 per cent; 
6 Cameras, 10 per cent; 7~ Photographic films and plates, other than moving-picture films, 

5 per cent · 
(8) canlty, 5 per cent ; 
(9) Firearms shells, and cartridges, except those sold for the use 

of the United S'tates, any State, Territory, or possession of the United 
States, any political subdivision thereof, th~ District of Columbia, or 
any foreign country while engaged against the German Government in 
the present war, 10 per cent ; 

(10) Hunting and bowie knives. 10 per cent; 
(11) Dirk knives, daggers, sword canes, stilettos, and brass or metal· 

lie knuckles 100 per cent; 
(12) Portable electric fans, 5 per cent: 
(13) Thermos and thermostatic bottles, carafes, jugs, or other 

'thermostatic containers 5 per cent· 
(14) Cigar or cigarette holders ana pipes, composed wholly or in part 

of meerschaum or amber, humidors, and smoking stands, 10 per cent ; 
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(15) Automatic slot-device weighing or vending machines, 5 per cent; 
if the manufacturer, producer, or importer of any such machine op­
emtes it fot· profit he ·ball pay a tax in respect to each such machine 
put into operation equivalent to 5 per cent of its fair market value; 

(16) Liveries and livery boots and hats, 10 per cent; 
(17) Hunting and shooting garments and riding habits, 10 per cent; 
(18) Articles made out of any fur, or articles of which fur is the 

component material of ·chief value, 10 per cent; 
(19) Yachts and motor boats; and pleasure boats and canoes if sold 

for more than $15, 10 per cent; and 
(20) Toilet soaps and toilet-soap powders, 3 per cent. 
If any manufacturer, producer, or importer of any · of the articles 

enumerated in this section customarily sells such articles both at whole­
sale and at retail, the tax in the case of any article sold by him at 
retail shall be computed on the price for which like articles are sold by 
him at wholesale. 

The taxes imposed by this section shall, in the case of any article in 
respect to _ which a corresponding tax is imposed by section 600 of the 
revenue act of 1910, be in lieu of such tax. · 
- SEC. 901. That if any person manufactures, produces, or imports any 
article enumerated in section 900, or lenses or licenses for exhibition 
any positive motion-picture film containing a picture ready for projec­
tion, and, whether through any agreement, arrangement, understand­
in!?, or otherwise, sells, leases, or licenses at less than the fair market 
pr1ce obtainable therefor, either (a) in such manner as directly or 
indirectly to benefit ·such person or any person directly or indirectly 
interested in the business of such person, or (b) with intent to cause 
such benefiti the amount for which such article is sold, leased, or 
licensed sba l be taken to be the amount which would have heei:J. re­
ceived from the sale, lease, or license of such article if sold, leased, or 
licen e<l at the fair market price. 

EC. 002. That there shall be levied, assessed, collected, and paid 
upon sculpture, paintings, statuary, art porcelains, and bronzes, sold by 
any person other than the artist, and upon antique furniture sold by 
any per10on, a tax equivalent to 5 per cent of the price for which so 
sold. '.rhis section shall not apply to the sale of any such article to an 
educational institution or art museum. . 

SEc. 003. That every person liable for any tax imposed by section 
900, 002, or !)05 shall make monthly returns under oath in duplicate 
and pay the taxes imposed by such sections to the collector for the dis­
trict in which is located the principal place of business. Such returns 
shall contain such information and be made at such times and in such 
manner as the commissioner, with the approval of the Secretary, may 
by regulations prescribe. 
· The tax shall, without assessment by the commissioner or notice from 
the collector, be due and payable to the collector at the time so fixed 
for filing the return. If the tax is not · paid when due there shall be 
added as part of the tax a penalty of 5 per cent, together with interest 
at the t•ate of 1 per cent for each full month, from the time when the 
tax became du·e. 

SEC. 905. (a) That on and after November 1, 1918, there shall be 
levied, assessed, collected, and paid a tax equivalent to 20 per cent of 
so much of the amount paid for anr. of the following articles as is in 
excess of the price hereinafter specified as to each such article, when 
such article is sold on or after such date for consumption or use-

(1) Carpets and rugs including fiber, except imported and American 
rugs made principally of wool, on the amount in excess of $5 per square 
yard; 

(2) Picture frames, on the amount in excess of $10 each; 
(3) Trunks, on the amount in excess of $50 each; 
(4) Valises, traveling bags, suit cases, hat boxes used by travelers, 

and fitted toilet cases, on the amount in excess of $25 each ; 
(5) Purses, pocketbooks, shopping and hand bags, on the amount in 

excess of $7.50 each; · 
(6) Portable lighting fixtures, including lamps of all kinds and lamp 

shades on the amount in excess of $25 each; 
(7) 'umbrellas, parasols, and sun shades, on the amount in excess of 

$4 each; · 
(8) Fans, on the amount in excess of $1 each; 
(9) House or smoking coats or jackets, and bath or lounging robes, 

on the amount in excess of $7.50 each; 
(10) Men's waistcoats, sold separately from suits, on the amount in 

excess of $5 each ; 
(11) Men's and boys' suits or overcoats, not including uniforms of 

officers in the military or naval forces of the United States, on the 
amount in excess of $50 each ; 

(12) Women's and misses' suits, cloaks, and coats, on the amount in 
excess of $50 each, or. when made up by a tailor or seamstress, on the 
amount in excess of $50 in value each; 

(13) Women's and misses' dresses, on the amount in excess of $40 
each, or, when made up by a tailor or seamstress, on the amount in 
excess of $40 in value each ; 

(14) Women's and misses' hats, bonnets, and hoods, on the amount in 
excess of $15 each ; -

(15) Men's and boys' hats, on the :~.mount in excess of $5 each; 
- (16) Men's :mel boys' caps, on the amount in excess of $2 each; 

(17) Men's, women's, mJsses', and boys' boots, shoes, pumps, and 
slippers, not incluCling shoes or appliances made to order for any person 
havrng a crippled or deformed foot or ankle, on the amount in excess of 
$10 per pair. 

(18) Men's and boys' neckties and neckwear, on the amount in excess 
of $2 each; 

(19) Men's and boys' silk stockings cr hose, on the amount in excess 
of . 1 per pair; 

(20) W<'men's anu misses' silk stockings or hose, on the amount in 
exce. s of $2 per pair ; 

(21) Men's shirts, on the amount in excess of $3 each; 
(22) Men's, women's, misses', and boys' pajamas, nightgowns, and 

underwear, on the amount in excess of $5 each; and 
(23) Kimonos, petticoats, and waists, on the amount in excess of $15 

each. 
(b) The tax imposed by this section shall not apply to any article 

enumerated in paragraphs (2) to (8), both inclusive, of subdivision 
(a), if such article is made of, or ornamented, mounted, or fitted with, 
precious metals or imJtations thereof or ivory, or to any article enu­
merated in subdivision (20) or (21) of section 900. 

(c) The taxes imposed by this section shall be paid by the purchaser to 
the vendor at the time of the sale and shall be collected, returned, and 
paid to the United States by such vendor in the same manner as pro­
vided in section 502. As used in this subdivision the term " vendor " 
includes a tailor or dressmaker making up women's or mJsses' suits, 
cloaks, coats, or dresses. 

SEc. 906. That on and aftet· , -- there shall be levied 
assessed, collected, and paid (in lieu of the tax impo ed by subdivislo~ 
(e) of section 600 of the revenue act of 1917) upon all articles com­
monly or commercially known as jewelry, whether real or imitation· 
Pearls, precious and semiprecious stones, and imitations thereof· arti: 
~les made of, or ornamented, mounted, or fitted with, precious metal or 
1mitations thereof or ivory (not including surgical instruments) · 
watches ; cloc~s ; opera glas~es ; lorgnettes ; . marine glasses ; field 
glasses; a.nd bmoculars; upon any of the above when sold by a dealer 
for consumption or use, a tax equivalent to 5 per cent of the price for 
which so sold. 

Every person selling any of the articles enumerated in this section 
shall make returns under oath in duplicate (monthly or quarterly as 
the commissioner, with the approval of the Secretary may prescribe) 
and pay the taxes imposed in respect to such articles by this section to 
the collector for the district in which is located the principal place of 
busine~s. Such returns shall contain such information and be made at 
such times and in such manner as the commissioner, with the approval 
of the Secretary, may by regulations prescribe. 

The tax ~>hall, without assessment by the commissioner or notice from 
the collector; be due and payable to the collector at the time so fixed 
for filing the return. If the tax is not paid when due, there shall be 
added as part of the tax a penalty of 5 per cent, together with tnterest 
at the rate of 1 per cent for each full month from the time when the 
tax became due. 

SEc. 907. That on and after the 1st uay of--- 1919 any person 
engaged ,in the business of leasing or licensing for exhibition po itive 
motion-picture ~ms containing pictures ready for projection shall pay 
monthly an exc1se tax in respect to carrying on such busine s equal to 
5 per cent of the. total rentals earned from each such lease or license 
~urlng the precedmg month. If a person owning such a film exhibits 
1t for profit he shall pay a tax equivalent to 5 per cent of the fair rental 
or ltcf'.nse value of such film at the time and place where and for the 
period during which exhibited. If any such person bas prior to Decem. 
ber G, 1918, made a bona fide contract with any person for the lease 
or licensing, ~fter the tax imposed .bY this section takes etl'ect, of such 
a ti1fn for exhibition for profit, ~nd If such contract does not permit the 
addmg of the whole of the tax 1mposed by this section to the amount to 
be paid under .such contract, then the lessee or licensee shall, in Ueu or 
the lessor or licensor, pay so much of such tax as is not so permitted to 
be !!dd~d to the cont}.'act price. The tax imposed by this section shall 
be m lieu of the tax 1mpo ed by subdivisions (c) and (d) of section GOO 
of the revenue act of 1917. 

~EC. 908. (a) That on and after -- there shall be 
l~v~e~. assessed, collected, and paid (in lieu of the taxes' imposed by sub­
diVISiOns (g) and (h) of section 600 of the revenue act of 1917) a tax of 
1 cent for each 25 cents or fraction thereof of the amount paid for any 
of the following articles when sold by a <lealer on or after such !late for 
consumption or use : . 

(1) Perfum.es, essences, ext~·acts, t?ilet waters, cosmetics, petroleum 
jellies, hair oils, pomades, hau. dressmgs, ha1r restoratives, hair dyes, 
tooth and mouth washes, dentifrices, tooth pastes, aromatic cachous, 
toilet powders (other than soap powders) or any similar substance 
article, or preparation by whatsoever name iulown or distinguished any 
of the. above which are used or applied or intended to be used or applied 
for toilet purposes ; 

(2) Pills, tablets, powders, tinctures, troches or lozenges sirups 
medlcinal cordials or bitters, anodynes, tonics, plasters, liniments salves: 
ointments, pastes, drops, waters {except those taxed under section G28 
of this act), essences, SJ?irits, oils, and other medicinal preparations, 
compounds, or compositions (not including serums and antitoxins) 
upon the amount paid for any of the above as to which the manu~ 
facturer or producer claims to. have any private formula, secret, or 
occult art for making or.preparrng the same, or has or claims to have 
any exclusive right or title to the making or preparing t6e same, or 
whlch are prepared, uttered, vended, or exposed for sale under any 
letters patent, or trade-markhor which (if prepared by any formula pub­
lished or unpublished) are eld out or recommended to the publ'tc by 
the ma~ers, vendors, or proprietors thereof as proprietary medicines 
or medicinal proprietary articles or preparations, or as remedies or 
specifics for any disease, diseases, or atl'ectlon whatever affecting the 
human or animal body: Provided, That the provisions of this section 
shall not apply to the sale of medicinal preparations which are not ad­
vertised to the general lay public. 

(b) The taxes imposed by this section shall be collecteu by which­
ever of the following methods the commissioner may deem expedient: 
(1) by stamp a.ffixed to such article by the vendor, the co t of which 
shall be reimbursed to the vendor by the purchaser; or (2) by pay­
ment to the vendor by the purchaser at the time of the sale, the taxes 
so collected being returned and paid to the United States by such 
vendor in the same manner as provided in section 502. 

SEc. 909, That under such ru1es and regulations as the commis­
sioner, with the approval of the Secretary, may prescribe the tax im­
posed under the provisions of this title shall ont apply in respect to 
articles sold or rele~sed for . eAt>Ort and in due course so exported. 
Under such rules and regulations the amount of any internal-revenue 
tax erronepusly or illegally collected in respect to exported articles may 
be refunded to the exporter of the article, instead of to the manufac­
turer, if the manufacturer waives any claim for the amount so to be 
refunded. 

'l'ITLE X.-SPECIAL TAXES. 
:SEc. 1000. (a) That on and after July 1 1918, in lieu of the tax 

imposed by the first subdivision of section 407 of the revenue act of 
1916--

(1) Every tlomestic corporation shall pay annually a special exci e 
tax with respect to carrying on or doing business, equivalent to $1 for 
each $1,000 of the excess over $5,000 of the amount of its net as ets· 
shown-by its books as of the close of the preceding annual period used 
by the corporation for purposes of making its income-tax return ; but 
if the corporation made no such return then of the exce s over 5,000 
of the amount of its net assets shown by its books as of the 30th day 
of June preceding ; • 

(2) Every foreign corporation shall pay annually a special excise tax 
with respect to carrying on or doing business in the United States, 
equivalent to $1 for each $1,000 of the average amount of capital em­
ployed in the transaction of its business in the United States during the 
preceding year ending June 30. 

{b) The taxes inlposed by this section shall not apply in any year 
to any corporation which was not engaged in business (or, in the case· 
of a foreign corporation, not enga.~ted in business in the United States) 
during the preceding year ending June 30, nor to any corporation enu­
merated 1n section 231. 
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(c) l::iection 257 shaH apply to all returns filed with the commlssioner 

for pnrpo es of the tax imposed by this section. 
SEc. 1001. That on and after January 1, .1919, there shall be levied, 

collected, and paid annually the following special taxes- · 
(1) Brokers shall pay $40. Every person whose business it is to 

negotiate purchases or sales of stocks, bonds, exchange, bullion, coined 
mon<·y, bank notes, promissoy notes, other securities, produce or mer­
chandise, for others, shall be regarded as a broker. If a broker is a 
member of a stock exchange, or if he is a member of any produce ex­
change, board of trade, or similar organization, where produce or mer­
chandise is sold he shall pay 2n additional amount as follows: If the 
averr..ge value, during the preceding year ending June 30. of a seat or 
membership in Ruch exchange cr organization was $2,000 or more but 
not more than $5,000, $100 ; if such value was more than $5,000, $150. 

on Pawnbrokers shall pay $100. Every person whose business or 
occupation it is to take or I·eceive, by . way of pledge, pawn, or ex­
change, any goods, wares, or merchandise, or any kind of personal 
property whatever, as security for the repayment of money loaned 
thereon, shall be regarded as a pawnbroker. If the ~oss receipts of 
such pawnbroker for the preceding year ending June 3u were $2,000 or 
more but not more than ~5,0001. he shall pay $100 additional ; if such 
gro s receipts were more than $o,OOO he shall pay $150 additional. 

( 3) Ship brokers shall pay $40. Every per on whose business it is as 
a broker to negotiate freights and other business for the owners of 
vessels, or for the shippers or consignors or consignees of freight car­
ried by vessel , shall be regarded as a ship ·broker. 

( 4) Customhouse brokers shali pay $40. Every person whose occu­
pation it is, as the agent of others, to arrange entrise and other cus­

. tomhouse papers, or transact business at any port of entry relating 
to the .importation of exportation of goods, wares, or merchandise, shall 
be regarded as a customhouse broker. . 

(5) Proprietors of theaters, museums, and concert halls, where a 
charge for admission is made, having a seating capacity of not more 
than 250, shall pay $50 ; having a seating capacity of more than 250 
and not exceeding 500, shall pay $100 ; having a seating capacity ex­
ceeding 500 and not exceeding 800, shall pay $150; having a seating 
capacity of more than 800, shall pay $200. Every edifice used for the 
purpose of dramatic or. operatic. or other representations, p~ays, or p~r­
formances, for admission to which entrance money is received, not mL 
eluding halls or armories rented or used oc!!asionally for concerts or 
theatrical representations, and not including edifices o~ned by religious, 
educational or charitable institutions, societies or organizations where 
all the proceeds from admissions inure exclusively to the benefit of such 
institutions, societies, or organizations or exclusively to the benefit 
of persons in the military or naval forces of the United States, shall 
be regarded as a theater: Pt·ovided, That in cities, towns, or villages 
of 5,000 inhabitants or less the amount of such payment shall be one­
half of that above stated : Prov ided further, That whenever any such 
edltlce is under lease at the time the tax is due the tax shall be paid 
by the lessee, unless otherwise stipulated between the parties to the 
lease. 

(6) The proprietor or proprietors of circuses shall pay $100. Every 
building, space, tent, or area where feats of horsemanship or acrobatic 
sports or theatrical performances not otherwise provided for in this 
section are exhibited shall be regarded as a circus : Provided, That no 
special tax paid in one State, Territory, or the District of Columbia 
shall exempt exhibitions from the tax in another State, Territory, or 
the District of Columbia, and but one special tax shall be imposed for 
exhibitions within any one State, Territory, or District. 

(7) Proprietors or agents of all other public exhibitions or shows for 
money not enumerated in this section shall pay $15 : Provided, That a 
special tax paid in one State, Territory, or the District of Columbia 
shall not ·exempt exhibitions from the tax in another State, Territory, 
or the Di trict .of Columbia, and but one special tax shall be required 
for exhibitions within any one State, 'l'erritory, or the District of 
Columbia: Pt·ovided further, That this paragraph shall not apply to 
Chnutauquas, lecture lyceums, agricultural or industrial fairs, ·or ex­
hibitions held under the auspices of religious or charitable associations: 
Pt·ov ided furthet·, That an aggregation of entertainments, known as a 
~treet fair, shall not pay a larger tax than $100 in any State, Territory, 
or in the District of Columbia. 

(8) Proprietors of bowling alleys and l.JiUiard rooms shall pay $10 for 
each alley or table. Every building or place where bowls are thrown or 
where games of billiards or pool are played, except in private homes, 
shall be regarded as a bowling alley or a billiard room, respectively .. 

(9) Proprietors of shooting galleries shall pay $20. Every building, 
space, tent, or area where a charge is made for the discharge of firearms 
at any form of target shall be regarded as a shooting gallery. 

(10) Proprietors of riding academies shall pay $100. Every building, 
space tent or area ~here a charge is made for instruction in horse­
manship o~ for facilities for the practice of horsemanship shall be 
regarded as a riding academy. 

(11) Persons carrying on the business of operating or renting pas­
scnget· automobiles for hire shall pay $10 for each such automobile hav­
ing a seating capacity of more than two and not more than seven and 
$20 for each such automobile having a seating capacity of more tha.n 
sev~n. 

The taxes imposed by this section shall, in the case of persons upon_ 
whom a corresponding tax is imposed by section 407 of the revenue act 
of 1916, be in lieu of such .tax. 

SEC. 1002. That on and after January 1, 1919, there shall be levied, 
collected, and paid annu:tlly, in lieu of the taxes imposed by section 408 
of the revenue act of 1916, the following special taxes, the amount of 
such taxes to be computed on the basis of the sales for the preceding 
year ending June 30-

1\Ianufacturers of tobacco whose annual sales do not exceed 50,000 
pounds sl).all each pay $6 ; 

Manufacturers of tobacco whose annual sales exceed 50,000 and do 
not exceed 100,000 pounds shall each pay $12 ; 

Manufacturers of tobacco whose annual sales exceed 100,000 and do 
not exceed 200,000 pounds shall each pay $24; . 

Manufacturers of tobacco whose annual sales exceed 200,000 pounds 
shall each pay $24, and at the rate of 16 cents per thousand pounds, 
or fraction tl:ereof, in respect to the excess over 200,000 pounds; . 

Manufacturers of cigars whose annual sales do not exceed 50,000 
cigars shall each pay $4 ; 

Manufacturers of cigars whose annual sales exceed 50,000 and do not 
exceed 100,000 cigars shall each pay $6; 

Manufacturers of cigars whose annual sales exceed 100,000 and do 
not exceed 200,000 cigars shall each pay $12 ; 
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Manufacturers of cigars whose annual sales exceed 200,000 anti do 
not exceed 400,000 cigars shall each pay $24; . 

Manufacturers of cigars whose annual sales exceed 400,00.0 cigars 
shall each pay $24, and at the rate of 10 cents per. 1,000 cigars, or 
fraction thereof, in respect to the excess over 409,000 cig.ars.- . 

·Manufacturers of cigarettes, including small Cigars weighing not more 
than 3 pounds per 1,000, shall each pay at the rate of G cents for every_ 
10,000 cigarettes, or fraction thereo.f. . . . 

In arriving at the amount of s.pectal tax to be paid under thiS sectiOn, 
and in the levy and collection of such tax, each perso? engaged. in tJ;Ie 
manufacture of more than one of the classes of articles sp~cified rn 
this section shall be considered and deemed a manufacturer of each 
class separately. . 

SEc. 1003. That GO days after the passage of th1s ~~;c~. and thereafter 
on July 1 in each year, and also at the time of the ongrnal p~uchase of 
a new boat by a usN·, if on any. ot~er .day than July 1, there shall. be 
levied, assessed, collected, and paid m heu of the tax imposed b~ section 
603 of the revenue act of 1917 upon the use of yachts, pleasure boats, 
power boats, and .sailing boats, of ?Ver 5 gross tons, 3;nd motor boats 
with fixed engines, not used exclusively for trad~. fishmg, or ~a.tlonal 
defense or not built according to plans and specifications approv ed by 
the Na~ Department, a special excise tax to be based on each yacht or 
boat at rates as follows: Yachts, pleasure boats, power boats, motor 
boats with fixed engines, and sailing boats, of over G gross tons, length 
not over nO feet $1 for each foot, length over 50 feet and not over 400 
feet, $2 for each foot ; length over 100 feet, $4 for each foot ; motor 
boats of not over 5 gross tons with fixed engines, $10. 

In determining the length of such yachts, pleasure boats, power boats, 
motor boats with fixed engines, and sailing boats, the measurement of 
over-all length shall govern. . . . 

In the case of a tax imposed at the trme of the original purchase of ::t. 
new boat on ::t.ny other date than July 1. and in the case of the t3:x 
takin.., effect 60 days after the passage of this act, the amount to be paid 
shall "he the same number of twelfths of the amount of the tax as the 
number of calendar months (including the month of sale, or the month 
in which is included the 61st day after the passage of this a ct, as the 
case may be) remaining prior to the following July 1. 

If the tax imposed by section 003 of the revenue act of 1917, for the 
fiscal year ending June 30, 1919, has been paid in respect to the use of 
any boat, the amount so paid shall under such regulatio?s as the c.om­
missioner, with the approval of the Secretary, may prescribe, be credited 
upon the first tax due under this section in respect to the use of such 
boat, or be refunded to the person paying the first tax imposed by this 
section in respect to the use of such boat. 

SEc. 1004. That if the tax imposed by section 407 or 408 of the 
revenue act of 1916, for the fiscal year ending June 30, 1919, has been 
paid by any person subject to the corresponding tax imposed by this 
title, collectors may issue a receipt in lieu of special tax stamp for the 
amount by which the tax under this title is in excess of that paid or 
payable and evidenced by stamp under the revenue act of 1916. Such 
receipt shall be posted as in the case of the special tax stamp, as pro­
vided by law, and with it, within the place of business of the taxpayer. · 

It the corresponding tax imposed by section 407 of the revenue act 
of 1916 was not payable by stamp, the amount paid under such section 
for any period for which a tax is also imposed by this title may be 
credited against the tax imposed by this title. 

SEc. 1005. That any person who carries on any business or occupation 
for which a special tax is imposed by sections 1000, 1001, or 1002, with­
out having paid the special tax therein provided, shall, besides being 
liable for tae payment of such special tax, be subject to a penalty of not 
more than $1,000 or to imprisonment for not . more than one year, 
or both. 

SEc. 1006. That section 1 of the act of Congress approved December 
17, 1914, is hereby amended to read as follows: 

"SECTION 1. That on or before July 1 of each year every person who 
imports, manufactures, produces, compounds, sells, deals in, dispenses, 
or gives away opium or coca leaves, or any compound, manufacture, salt, 
derivative, or preparation thereof, shall register with the collector of in­
ternal revenue of the district his name or style, place of business and 
place or places where such business is to be carried on, and pay the 
special taxes hereinafter provided ; 

"Every person who on January 1, 1919, is engaged in any of the 
activities above enumerated, or who between such date and the passage 
of this act first engages in any of such activities, shall within 30 days 
after the passage of this act make like registration, and shall pav the 
proportionate part of the tax for the period ending June 30 ,1919; · 

"Every person who first ~ngages in any of such activities after the 
passage of this act shall immediately make like registration and pay 
the proportionate part of the tax for the period ending on the following 
June 30; 

" Importers, manufacturers, producers, or compounders, $24 per an­
num ; wholesale dealers, $12 per annum ; retail dealers, $6 per annum ; 
physicians, dentists, veterinary surgeons, and other practitioners law­
fully entitled to dlstrlbute, dispense, give away, or administer any of 
the aforesaid drul?"s to patients upon whom they in the course of their 
professional practice are in attendance, shall pay $3 per· annum. 
. " Every person who imports, manufactures, compounds, or otherwise 
produces for sale or distribution any of the aforesaid drugs shall be 
deemed to be an importer manufacturer, or producer. 

" Every person who seils or olrers for sale any of said drugs in the 
original stamped packages, as hereinafter provided, shall be deemed a 
wholesale dealer. 

" Every person who sells or dispenses from original stamped pack­
ages, as hereinafter provided, shall be deemed a retail dealer : Prov ided, 
That the office, or if none, the residence, ot any person shall be consid­
ered for the purpose of this act his place of business ; but no employe.e 
or any person who has registered and paid special tax as herein re­
quired, acting within the scope ot his employment, shall be required to 
register and pay special tax provided by this section : Pt·ov idea furtltet·, 
That officiaL~ of the United States. Territorial, District of Columbia, or 
insular possessions, State or municipal governments, who in the exer­
cise of their official duties engage in any of the business herein de­
scribed, shall not be required to register, nor pay special tax, nor 
stamp the aforesaid drugs as hereinafter prescribed, but their right to 
this exemption shall be evidenced in such manner as the Commissioner 
of Internal Revenue, with the approval of the Secretary of the Treas-
ury, may by regulations prescribe. . 

" It shall be u.nlawful for any person required to register under the 
provisions of this act to import, manufacture, produce, compound, sell, 
deal in, dispense, distribute, administer, or give away any of the afore­
said drugs without having registered and paid the special tax as im­
posed by this section. 
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"'J:'hat the word 'person' as used in this aet shall be construed to 
mean and include a partnership. association, company, or corporation, 
a well as a natural person ~ and all provisions of existing law relating 
to special taxes, as fn1· as necessary, are hereby extended and made 
applicable to this section. 

" That there shall be levied, asses ed, collected. and paid upon opium, 
coca leaves, any compound, salt.z-. derivative, or preparation thereof, pro­
duced in or imported into the united States, and sold, or removed for 
consumption or sale. an internal-revenue tax at the rate of 1 cent per 
ounce, and nny fraction of nn ounce in a package shall be taxed as an 
ounce, such tax to be paid by the importer, manufacturer, producer, or 
compounder thereof, and to be represented by appropriate stamps, to be 
provided by the Commissioner of Internal Revenue, with the approval 
of the Secretary of the. Treasury ; and the stamps herein provided shall 
be so affixed to the bottle or other container as to securely seal the 
stopper, CQvering, or wrapper thereof. 

" The tax impo ed by thi sectiC>n shall be in addition to any import 
duty imposed on the afore aid drugs. 

" It shall be unlawful for any person to purchase, sell, dl pense, or 
distribute any of the aforesaid drugs except in the original stamped 
package or from the original stamped package; :md the absence of ap.­
propriate tax-paid stamps from any of the aforesaid drugs shall be 
prima facie evidence of a violation of this section I:ly the person in 
whose possession same may be found ; and the possession of any orig­
inal stamped package containing any of the aforesaid drugs by any 
person who has not registered and pa.td special taxes as required by this 
section shall be prima facie evidence of liability to sueh special tax: 
Provided, That the provisions of this paragrapb shall not apply to any 
person having in his or her possession any of the aforesaid drugs which 
have been obtained from a registered deafer in pursuance of a prescrip­
tion. written for- legitimate medical uses. issued by a physician, dentist~ 
veterinary surgeon, or other practitioner registered under this act; ana 
where the bottle or other containe1· in whieh .such drug may be put up 
by the dealer upon said prescription bears the name and registry num­
ber of the druggist. serial number of prescription, name and address of 
the patient. and name, addre , and registry number of the person writ­
ing said prescr·Jption; or to the dispensing, or administration, or giving 
away of any of the aforesaid drugs to- a patient by a registered physi­
cian. dentist, veterinary surgeon, or other practitioner in the coUl-se 
of his professional practice in pet·sonal attendance upon such patient, 
and where said dli'ugs are dispensed or administered to the patient for 
legitimate medical purposes, and the record kept as reqllired by this act 
of the drugs so dispensed, administered, distributed, or given away. 

"And all the provisions of existing laws relating to the en"raving, 
i suance, sale. accountability, cnncellation, and destruction of tax-paid 
stamps provided for in the internal-revenue laws are, in so far as neces­
sary. hereby extended and made to apply to stamps provided by this 
section. 

"That all unstamped packaJtes of the aforesaid drugs found in th& 
possession of any pe.rson, except as herein provided, shall be subJect to 
seizure and forfeiture, and all the provisions of existing internal-rev­
enue laws relating to searches. selzmes, and forleitnres of unstamped 
articles are hereby extended to and made to apply to the articles taxed 
under this act and the persons upon whom these taxes are imposed. 

" Importers, manufacturers, and wholesale dealers shall keep such 
books and records and render such monthly returns in relation to the 
transactions in the aforesaid drugs as the Commissioner of Internal 
Revenue, with the approval of the Secretary of the Treasury, may by 
regulations reauire. 

" The Commissioner of Internal Revenue, with the approvaot of the Sec­
retary of the Treasury, shall make all needful rules and regulations for 
car1·ying the provisions of this act into effect." 

SEc. 1007. That all opium, its salts, derivatives, and compounds, and 
coca leaves, salts, derivatlves, and compounds thereof, which may now be 
under seizure or which may hereafter be seized by the United States 
Oo>ernment from any person or persons charged with any violation of 
the act of October 1, 1890, as amended by the acts of March 3,~ 1897, 
February 9, 1909, and January 17, 1914, or the act of Decemoer 17, 
1914, shall upon conviction of the person or persons from whom seized 
be confiscated by and forfeited to the United States; and the Secretary 
is hereby authorized to deli"ver for medical or scientific purposes to any 
llepartment, bureau, or other agency of the United States Government, 
upon proper application therefor- under roch regulation as may be pre­
scribed by the commissioner with the approval of the Secretary. any of 
the drugs so seized, confiscated, and forfeited to the United States. 

, The provisions of thiB section shall also apply to any of the aforesaid 
drugs seized or coming into the possession of the United States in the 
enforcement of any of the above-mentioned acts where the owner or 

: owners thereof are unknown. None of the afC>resaid drugs coming into 
· possession of the United States under the operation of said acts, or the 
provisions of this section, shall be destroyed without certification by a 
committee appointed by the collllillssloner, with the approval of the 
Secretary, that they are of nC> value for medical or scientific purposes. 

I SEc. 1008. That the act approved October 22, 1914, entitled "An act to 
incre.a~e the· internal revenue, and !ox other purposes," and the joint 
resolution approved December 17, 1915, entitled "Joint resolution ex­
tending the provisions of the act entitled 'An act to increase the inter­
nal revenue, and for other purposes,' approved October 22, 1914, to 
December 31, 1916," are hereby repealed, except that the provisions of 
such act shall remain in force for the assessment and collection of all 
special taxes imposed by sections 3 and 4 thereof, or by such sections as 
extended by such joint resolution, for any year o:r part thereof ending 
prior to January 1, 1917, and of all other taxes imposed by such act~ 
or by such act as so extended accrued prior to September 8, 1916, ana 
for the imposition and collection of all penalties or forfeitures which 
have accrued or may accrue in relation to npy of such tares. 

TITLE XL-ST~P T.4.XES. 
SEC. 1100. '.rbat on and after - ·-- there shan be levied, collected, 

and paid, for and in respect of the several bonds, debentures, or ~­
tificates of stock and of indebtedness, and other docnments, instruments,. 
matters, and things mentioned and described in Schedule A of title, (}r 
for or in respect of the vellum, parchment, or paper upon which such 
instruments, matters, or things, or any of them, are written o:r printed, 
by any person who makes, signs, issues, sells, remfrves, consign51 or ships 
the same, or for whose use or benefh: the same are macle, Signed1 is­
sued, £old, removed, conl?igned, or shipped, the several taxes specified 
in such schedule. The taxes imposed by this section shall, tn the case 
of any article upon which a corresponding stamp tax is now imposed 
by law, be in lieu or such tax. 

SEC. 1101. That there shall not be taxed under thiS' title any bm1d, 
note, or other instrument issued by the United States or by any for­
eign government, or by any State, Territory, or the District of Colum­
bia, or local subdi_visiAA t.bereof, or municipal Qf other corporation ex-

ercising the ta:.rlng power; or any bond of indemnity required to be 
filed by ~ny person to ecure payment of any pension, allowance allot­
ment, relief, or insurance by the United States; or £tocks. and' bonds 
i sued by cooperative building nnd loan assoctatlous which are organized 
ancl operated exclusively for the ~nefl.t ot their members and make ' 
loans on}S to their shareholders, or by mutual ditch or irrigating com­
panies. 

SEc. 1102. That whoever-
. (a) Makes. signs, issues, or accepts, or causes to be made, signed. 
ISSued. or accepted,. any instrument. document, or paper ot any kind or 
descri1)tian whatsoever without the full amount of tax thereon being 
duly paid; 

(b) Consigns or ships. or cau:;es to be consigned or shipped. by parcel 
post any parcel, package. or article without the full amount of tax beinoo 
duly paid; o 

(c) Manufactures or imports and sells, or offers for sale, or c:au e to 
be manufactured or imported and . old, or offered for sale, any playing 
cards, ~acka.ge~ Ol' other article wtthout the full amount of ta:s: being 
duly pa1d · 

(d) Makes use of any adhesive stamp to denote any tax impo ed by 
this title ithout canceling frl' ohllterating such stamp as prescribed in 
section 1104;. 

Is guilty of a mi.sdemeanor, a,nd upon convi.ction thereof shall pay a 
fine of" not more than 100 for each offense. · 

SEc. 1103. That whoever-
( a) Fraudulently cuts, t~s, or removes from any vellum parch­

ment, paper, instrument, writing. pae.kage, or article. upon whlch any 
tax is imposed by this title, any adhesive. stamp or the impre sion of 
any stamp, die, plate, o:r othe.r article provided. made, or used 1n pur. 
suance of this title ; 

(b) Fraudulently uses~ joins, fixes. or places t(}, with, or upon a.ny 
vel~um, parchment, paper, instrument. wl'iting, package, or articl , upon 
which ~Y tax is Imposed bY. this title, (1') any adhesive stamp, or the 
impresSion of any 'StamP. die, plate, or other article, which has been 
cut. torn, .or removed from any other -vellum, parchment, paper, instru­
ment, writing, package, or nrtiele, upon whlch any tax is imposed b)l' 
this title;· or ( 2) any adhesive. stamp or the impression of any stamp 
die, plate. or other article of insufficient value; or (3) n.ny forged 
or cfrunterfelt stamp, o.r the impression of any forged or counterfeited 
stamp, die, plate. or other article; 

(c) Wllltuiiy removes, or alters the cancellation, or defacing marks 
of. or oth~rwise. prepares., any adhesive stamp, with intent to use, ~ 
cause the ame to be used, after it has been already used or tnowinglv 
or willfully buys, sells, offers for sale, or gives away, any such a hed 
o.r restored stamp to any person for use, or knowingly uses the same ; 

(d} Knowm~y and without lawful e.::ccus& (the burden ot proof of 
such excuse be on the accused) has: in possession any washed re­
stored. or altere stamp, which has been removed. from any ·vellum 
parchment, paper, instrument. writing. pnckage, or article; ' 
· Is guilty of a misdemeanor, and upon conviction shall be puni hed 

by a fine of not more than $1,000, or by impl'isonment f~ not more 
tl1an five/ears, ~ ·bOtll~ and any such reused, canceled, or connterle.it 
stamp an the vellum,. parchment, document, paper package, or article 
upon which it is placed o:r impressed shall be. forfeited to the United 
States. 

SEc. 1104. That whenever an adhesive stamp is nsed for denoting 
n.ny tax imposed by this title. except as hereimifter provided, the per­
son using or affixing the same shall write or stamp or cause to be 
written or stamped tllereupon the lnitials: of his or its name and the 
date upon which the same is attached or used, so that the same may 
not again be used ~ Provldea, That the commissi.oner may prescribe uch 
other method tor the cancellation. of such stamps as he may deem 
expedient. 

S.Ec. 1105. (a) That tile commissioner shall cause to be prepared and 
distributed for the payment of the taxes prescribed in this title suit­
able stn.mps denoting the tax on the document, articles, or thing to 
which the same may be a.ffixed, and shall prescribe such method for the 
affixing ()f said stamps in substitution for or in addition to the. method 
proYided in this title. as he may dee.m expedient. 

(b) The commiss1oner1 with the approval of the Secretary. is author­
ized to procure any of tne stamps provided for in this title by contract 
whenever such stamps can not be speedily prepared by the Bureau of 
Engraving and Printing; but this authority shall expire on January 1, 
1920, ex'cept as to imprinted stnmps furnished under contract, author­
ized by the commissioner~ 

(c) All internal-revenue laws relating to the assessment and collec­
tion of taxes are hereby extended to and made a part of this title, so 
far as applicable, for the purpose of collecting stamp taxes omitted 
through mistake or fraud from. any instrument, document, paper, writ­
ing, parcel, packnge, or article nn.med herein. 

SEC. 1106. That the commissioner shall furnish to the Postmaster Gen­
eral without prepayment a suitable quantity of adhesive stamps to be 
distributed to and kept on sale by the various postmasters in the 
United States. The Postmaster General mny require each such pC>St­
master to give additional ()r increased bond as postmaster for the value 
of the stamps so turnished, and each such postmaster shall deposit the 
receipts from the sale of such stamps to the credit of and render ac­
counts to the Postmaster General at such tlm.es and in such form as he 
may by regulations prescribe. The Pos1:Inru3ter General shall at least 
once monthly traru;fer all collections from this snurce to the Treasury 
as internal-revenue co,Uectlons. 

SEC. 1107. That the collectors of the several districts shall furnisli 
without prepayment to any assistant treasurer or designated depositary 
ot the United States located in their respective collection districts a 
suitable quantity of adhesive stamps for sale. In such cases the col-

i~c\~e ~Iu!e~~~ea abd0:e~iv~~~a~~cls~0\us~i~j!:~·. ~n~tf~~;tnio~q~:~ 
fa.lthful return,. whenever so required, of all quantities or amounts 
undisposed of, and for the payment monthly of all quantities or­
amounts sold or not remaining on hand. The Secretary may from time 
to ttme make such regulations as he may find necessary to insure the 
safe-keeping or prevent the illegal use of all such adhesive stamps. 

SCHEDULE AA-STAMP TAXES. 

1. Bonds ot indebtedness: On an bonds, debentures, or certificates of 
indetedness iBsued by any person, and all instru:ments, however termed, 
issued by any corporation with interest coupons or in registered form, 
known generally as corporate securities, on each $100 of face value or 
fraction thereof, 5 cents: Provided, That every renewal of the foregoing 
shall be taxed as a new· issue: Provided further, That when a bond 
conditioned for the repayment or payment of money is given in a penal 
sum greater than the debt secured, the tax shall be based upon the 
amount secured. 

.. 

.. 
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2. Bonds, indemnity and surety : On all bonds executed for indemni­

fying any person who shall have become bound or engaged as surety, 
and on all bonds executed for the due execution or performance of any 
contract, obligation, or requirement, or the duties of any office or posi­
tion, and to account for money received by virtue thereof, and on all 
other bonds of any description, made, issued, or executed, not otherwise 
provided for in this schedule, except fidelity and surety bonds taxable 
under subdivision (b) of section 503, and bonds required in legal pro­
ceedings, ·50 cents. 

3. Capital stock issue : On each original issue, whether on organiza­
tion or reorganizabon, of certificates of stock, or of profits, or of inter­
est in property or accumulations, by any corPoration, on each $100 of 
face value or fraction thereof, 5 cents: Provided, That where a cer­
tificate is issued without face value, the tax shall be 5 cents per share, 
unless the actual value is in excess of $100 per share, in which case the 
tax shall be 5 cents on each $100 of actual value or traction thereof. 

'.fhe stamps representing, the tax imposed by this subdivision shall be 
attached to the stock book and not to the certificates issued. 

4. Capital stock, sales or transfers: On all sales, or agreements to 
sell, or memoranda of sales or deliveries of, or transfers of legal title 
to shares or certificates of stock or of profits or of interest in p-roperty 
or accumulations in any corporation, or to rights to subscribe for or to 
J'ecelve such shares or certificates, whether made upon or shown by the 
books of the corporation, or by any assignment in blank, or by any de­
livery, or by any paper or agreement or memorandum or other evidence 
of transfer or sale, whether entitling the -bolder in any manner to the 
benefit of such stock, interest, or rights, or not, on each $100 of face 
value or fraction thereof, 2 cents, and where such shares are without 
par or face value, the tax shall be 2 cents on the transfer or sale or 
agreement to sell on each share, unless the actual value thereof is in 
excess of $100 per share, in which case the tax shall be 2 cents on each 

100 of actual value or fraction thereof: P1·ovided, That it is not in­
tended by this title to impose !1. tax upon an agreement evidencing a 
deposit of certificates as collateral security for money loaned thereon, 
which certificates are not actually sold, nor upon the delivery or trans· 
fer for such purpose of certificates so deposited: Provided further, '.fhat 
the tax shall not be imposed upon deliveries or transfers to a broker 
for sale, nor upon deliveries or transfers by a broker to a customer for 
whom and upon whose order he has purchased same, but such deliveries 
or transfers shall be accompanied by a certificate setting forth the 
facts: Provided turthet·, That in case of sale where the evidence of 
transfer is shown only by the books of the corporation the stamp shall 

. be placed upon such books; and where the change of ownership is by 
transfer of the certificate the stamp shall be placed upon the certificate; 
and in cases of an agreement to sell or where the transfer is by delivery 
of the certificate assigned in blank there shall be made anc.l delivered 
by the seller to the buyer a bill or memorandum of such sale, to which 
the stamp shall be affixed; and every bill or memorandum of sale ·or 
agreement to· sell before mentioned shall show the date thereof, the 
name of the seller, the amount of the sale, and the matter or thing to 
which it refers. Any person liable to pay thE:tax as herein provided, or 
anyone who acts in the matter as agent or broker for such person, who 
makes any such sale, or who in pursuance of any such sale delivers any 
certificate or evidence of the sale of any stock, interest or right, or bill 
or memorandum thereof, as herein required, without having the proper 
stamps affixed thereto with intent to evade the foreg'oing provisions, shall 
he deemed guilty of a misdemeanor, and upon conviction thereof shall pay 
a fine of not exceeding $1,000, or be imprisoned not more than six 
months, or both. 

5. Produce, sales of, on exchange : Upon each sale, agreement of sale, 
or agreement to sell (not including so-called transferred or 'scratch 
sales), any products or merchandise at, or under the rules or usages 
of, any exchange, or board of trade, or other similar place, for future 
delivery, for each $100 in value of the merchandise covered by said 
1mle or agreement of sale or agreement to sell, 2 cents, and for each 
additional $100 or fractional part thereof in excess of $100, 2 cents: 
Pt·ovilled, That on every sale or agreement of sale or agreement to sell as 
aforesaid there shall be made and delivered by the seller to the buyer a 
bJll, memorandum, agreement, or other evidence of such sale, agreement of 
sale, or agreement to sell, to which there shall be affixed a lawful stamp 
or stamps in value equal to the amount of the tax on such sale: Pro­
vided further, That sellers of commodities described herein, having 
paid the tax provided by this subdivision, may transfer such contracts 
to a clearing-house corporation or association, and such transfer shall 
not be deemed to be a sale, or agreement of sale, or an agreement to 
sell within the provisions of this act, provided that such transfer 
shall not vest any beneficial interest in such clearing-house association 
but shall be made for the sole purpose of enabling such clearing-house 
association to adjust and balance the accounts of the members of such 
clearing-bouse association on their several contracts. Every such blll 
memorandum, or other evidence of sale or agreement to sell shall show 
the date thereof, the name of the seller, the amount of the sale, and 
the matter or thing to which it refers; and any person liable to pay 
the tax as herein provided, or anyone who acts in the matter as agent 
or broker for such person, who makes any such sale or agreement of 
sale, or agreement to sell, or who, in pursuance of any· such sale, agree­
ment ?f sa:~, or agreement to sell, delivers any such _products or mer­
chandise Wlthout a bill, memorandum, or other evidence thereof as 
herein required. or who delivers such bill, memorandum or other evi­
dence of sale, or agreement to sell, without having the 'proper stamps 
affixed thereto, with intent to evade the foregoing provisions shall be 
deemed guilty of a misdemeanor, and upon conviction thereof 'shall pay 
a fine of not exceeding $1,000 or be imprisoned not more than six 
mont!Js, or both. 

No bill, memorandum, agreement, or other evidence of such sale of 
agreement of sale, or agre!illlent to sell, in case of cash sales or products 
or merchandise for immediate or pr'lmpt delivery which in good faith are 
actually intended to be delivered shall be subject to this tax. -

6. Drafts or checks (payable otherwise than at sight or on demand) 
up_on their l!-cceptance or delivery within the United States, whichever is 
pnor, pronussory notes, except bank notes issued for circulation and 
for each renewal of the same, fot• a sum not exceeding $100, 2 cents; 
ann f!Jr each. a~ditlonal $100 or fractional part thereof, 2 cents. 

Th1s subdtvision shall not apply to a promissory note secured by the 
plf'c!$e of bonds or obligations of the United States issued after April 24 
191t, or secured by the pledge of a promissory note which it&elf- is 
secured by the pledge of such bonds or obligations: Provided, lrbat In 
~1~tirt£!~~~u~f~~ !~~~e n~fte~uch bonds or obligations shall be not less 

7. Conveyances: Deed, instrument, or writing whereby any lands, 
teneme!J.tS, or other realty sold shall be granted, assigned, transferred, or 
.otherwLSe conveyed to, or vestE;d in, the purchaser or purchasers, or any 
o~ber person or persons, by hts, her, or their direction, when the con­
Sideration or value of the interest or property conveyed exclusive of 
the value of any lien or encumbrance remaining thereon :it the time of 

sale, excreds $100 and does not exceed $500, 50 cents : and for each 
additional $500 or fractional part thereof, 50 cents. This subdivision 
shall not apply to any instrument or writing given to secure a debt. 

8. Entry of any ~oods, wares, or merchandise at any customhouse, 
either for consumption or warehousing, not exceeding $100 in value, 25 
cents; exceeding $100 and not exceeding $500 in value, 50 cents; exceed­
ln.,. $500 in value, $1. 

9. Entry for the withdrawal of any goods or merchandise from customs 
bonded warehouse, 50 cents. 

10. Passage ticket, one way or round trip, for each passenger, sold or 
issued in the United States for passage by any vessel to a port or place 
not in the United States, Canada, or Mexico, if costing not exceeding 
$30, $1 ; costing more than $30 and not exceeding $60, $3 ; costing more 
than $60, $5. This subdivision shall not apply to passage tickets cost­
ing $10 or less. 

11. Proxy for voting at any election for officers, or meeting for the 
transaction _ of business, of any corporation, except religious, educa­
i~~~~ti.baritable, fraternal, or literary societies, or public cemeteries. 

- 12. J;>ower of attorney granting authority to do or perform some act 
for or In behalf of the grantor, which authority is not otherwise vested · 
in the grantee, 25 cents. This subdivision shall not apply to any papers 
necessary to be used for the collection of claims from the United States 
or from any State for pensions, back pay, bounty, or for property lost 
in the military or naval service, or to powers of attorney required in 
bankruptcy cases. 

13. !'laying cards: Upon every pack of playing. cards containing not 
more than 54 cards, manufactured or importedL and sold, or removed 
for consumption or sale, a tax of 8 cents per pacK. 

14. Parce~-po~t packages : Upon every parcel or package transported 
from one pomt In the United States b another by parcel post on which 
the postage amounts to 25 cents or more, a tax of 1 cent for each 2G 
cents or fractional part thereof charged for such transportation, to be 
paid by the consignor. 

No such parcel or paekage shall be transported until a stamp or 
stamps representin; the tax due shall have been affixed thereto. 

15. On each policy of insurance, or certificate, binder, coveri n.ote, 
memorandum, cablegram, letter, or other instrument by whatever name 
ca~ed whereby insurance is made or renewed upon property within the 
pmted States (incl.uding re~ts and profi~s) against peril by sea or on 
mland waters or 1n transit on land (mcluding transshipments and 
storage at termini or way points) or by fire, lightning, tornado, wind­
storm, bombardment, inYasion, insurrection, or riot, issued to or for or in 
the_ name of a domestic corporation or partnership or an individual 
resH1en~ of_ t~e United States by any foreign corporation or partnership 
or any mdividual not a resident of the United States, when such policv 
or othet: instru~ent is not si~neq or countersigned by an officer or agent 
of the msurer ID a State, .L'errltory, or district of the United States 
within which such insurer is authorized to do business, a tax of 5 
cents. on each dollar,, or fractional part thereof of the premium charged: 
Prov,ded, That policies of reinsurance shnll be exempt from the tax im­
posed by this f:Ubdivision. 

Any person to or for whom or in whose name any such policy or other 
instrument is issued, or any solicitor or broker acting for or on behaH 
of such person in the procurement of any such policy or other instru­
ment, shall affix the proper stamps to such policy or other instrunient, 
and for failure to affix such stamps with intent to evade the tax shall, 
in addition to other penalties provided therefor, pay a fine of double the 
amount of the tax. 

TITLE XII.-TAX 0~ El\IPLOYlllEJST OF CHILD LABOR. 
SEc. 1200. That every person (other than a bona fide boys' or girls' 

canning club recognized by the Agricultural Department of a State 
and of the United States) operating (a) any mine or quarry situated 
in the United States in which children under the age of 16 years have 
been employed or permitted to work during any portion of the taxable 
year; or (b) any mill, cannery, workshop, factory, or manufacturing 
establishment situated in the United States in which children under the 
age of 14 years have been employed or permitted to work, or children 
between the ages .of 14 and 16 have been employed or permitted to 
work more than eight hours in any day or more than six days in any 
week, or after the hour of 7 o'clock p. m. or before the hour of 6 
o'clock a. m., during any portion of the taxable year, shall pay for 
each taxable year, in addition to all other taxes imposed by law, an 
excise tax equivalent to 10 per cent of the entire net profits received 
or accrued for such year from the sale or disposition of the product 
of such mine, quarry, mill, cannery, workshop, factory, or manufac­
turing establishment. 

SEc. 1201. That in computing net profits under the provisions of 
this title, for the purpose of the tax there shall be allowed as deduc­

. tions from the gross amount received or accrued for the taxable year 
from the sale or disposition of such products manufactured within the 
United States the following items: 

(a) The cost of raw materials entering into the production; 
(b) Running expenses, including rentals, .cost of repairs, and main­

tenance, heat, power, insurance, management, and a reasonable allow­
ance for salaries or other compensations for personal services actually 
rendered, and for depreciation ; 

(c) Interest paid within the taxable year on debts or loans con­
tracted to meet the needs of the business, and the proceeds of which 
have been actually used to meet such needs; 

(d) Taxes of all kinds paid during the taxable yc:tr with respect to 
the business or property relating to the production; and 

(e) Losses actually sustained within the taxable year in connection 
with the business of producing such products, including losses from 
fire, flood, storm, or other casualties, and not compensatell for by insur­
ance or otherwise. 

SEC. 1202. That if any such person during any taxable yeai' or part 
thereof, whether under any agreement, arrangement, or understanding, 
or otherwise, sells or disposes of any product of such mine, quarry, 
mill, cannery, workshop, factory, ot manufacturing establishment at 
less than the fair market price obtainable therefor either (a) in sn~h 
manner as directly or indirectly to benefit such person or any persQn 
directly or indirectly interested in the business of such person, or (b) 
with intent to cause such benefit, the gross amount received or accrued 
for such year or part thereof from the sale or disposition of such 
product shall be taken to be the amount which would have been re­
ceived or accrued from the sale or disposition of such product if sold 
at the fair market price. 

SEC. 1203. (a) That no person subject to the provisions of this title 
shall be liablt> for the tax herein imposed if the only employment or 
permission to work, which but for this ·ection would subject him to the 

. tax, bas been of. : .!hild as to whom such person has in good faith 
procured ~ ~ut! time of employing such child or permitting him to 
wor~. f'tttd bas since tn gocou faith relit'<l upon and kept on file a cer• 
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tificate, i ued in such form, under such conditions and by such persons 
as may be pre cribed by a board consisting of the Secretary, the com­
missioner, and the Secretary· ot Labo:r, showing the child to be of such 
age as not to subject such person to the tax imposed by this title. 
Any per on who knowingly makes a false statement or p1:esents false 
eviclenee in or in relation to any such certificate or application there­
tor shall be punished by a fine of not less than $100 nor more than 
$1,000, or by imprisonment for not more than three months, or by both 
such fine and imprisonment, in the discretion of the court. 

In any State designated by such board an employment certificate or 
other imilar paper as to the age of the child issued under the laws of 
that Rtate and not inconsistent with the provisions of thia title shall 
have the same force and effect as a certificate herem provided for. 

(b) The tax impo ed by this title shall not be imposed in the case 
of any person who proves to the sati faction of the Secretary that the 
only employment or permi ion to work which but for this section 
would subject him to the tax has been of a child employed or permitted 
to work onder a mistake of fact as to the age of such child, and with-· 
out intention to evade the tax. 

SEc: 1204. That on or before the 1st day of the third month fol­
lowing the close of each taxable year a h-o~ and accurate return undel."· 
oath hall be made by each person subject to the provisions of this 
title to tbe collector for the district in which such person has hl.s 
principal office or plnce of business in such form ns the commissioner, 
with the approval of the Secretary, shall prescribe, setting forth spe­
cifically the gross amount of inco:n:J,e received or accrued during such 
year from the sale ~r dispo ition of the product o1 any mine, quarry, 
miil, cannery, work hop, factory, or manufacturing establi hment in 
which children have been employed subjecting him to the tax imposed 
by this title and from the total thereof deducting the a~gregate 
items of allowance authorized by this title, and such otheT particulars 
as to the gross receipts and items of allowance as the comml.ssioner, 
with the approval of the Secretary, may require. 

SEc. 1205. That all such returns shall be transmitted forthwith by 
the collector to tbe commi sioner, who shall, as soon as practicable, 
assess the tax found due nnd notify the person making such return of 
the amount of tax for which such person is liable, and such person shall 
pay the tax to the collector on or before 30 days :from the date of such 
norte~ . 

SEc. 1206. That for the purposes of this act the commissioner, or any 
other per. on duly authorized by him, shall have authority to enter and 
inspect at any time any mine, quarry, mill, cannery, workshop, factory, 
or manutactming establishment. The Secretary of Labor, or any per-· 
son duly authorized by him, shall, for the purpose of complying with a 
request of the commissioner to make such an inspection, have like au­
thority, and shall make report to the commissioner of inspections made 
under such authority l.n such form as may be pre crlbed by the commis­
sioner, with the approval of the Secretary of the Treasury. 

Any person who refuses or obstructs entry or inspection authorized 
by this section . hall be punished by a fine of not more than $1,000, or by 
impri onment for not more than one year, or both such fine and im-
prisonment. · 

SEC. 1207. That as used in this title the term " taxable year '' shall 
have the same meaning as provided for the purposes of income tax in 
section 200. The first taxable rear for the purposes of this title shall 
be the period bi!tween 60 days after the passage of this act and Decem­
ber 31, 1919, both inclusive, or such portion of such period as is l.n­
cluded within the fiscal year (as defined in section 200) of the taxpayer. 

TITLE XIII.-GE:--""EnAL Ao:urYISTRATIVE PnonsroNs. 
SEc. 1300. That hereafter the salary of the commissioner shall be 

$10,000 a year. The difference between the lUDount appropriated under 
existing law and the salary herein established sbali, for the period 
between the passage o·f this act and July 1, 1919, be paid out o! the 
appropriations for collecting internal revenue. 

SEC. 1301. (a) That hereafter there may be employed in the Bureau 
of Internal Revenue, in lieu of the deputy commissioners whose salaries 
are now fixed by law, five deputy commissioners and nn assistant to the 
commissioner·, who shall each receive a salary of $5,000 a year, ~uy­
able monthly. The assistant to the commissioner may be authoriZed 
by- the commissioner to perform any duties which the deputy commi~ 
swners may perform under existing law. 

(b) The salaries of conectors may be readjusted and increased unde? 
such regulaticms as may be prescribed by the commissioner, subject to 
the approval of the Secretary, but no collector shall receive a salary in 
excess of 6,000 a year. 

(c) There is hereby appropriated, out of any money in the Treasury 
not otberwl.se appropriated, for the fiscal year ending June 30, 1919, the 
sum of $7,500,000 for the expenses of assessing and collecting the 
internal-revenue taxes as provided in this act, including the employ­
ment of necessary officers, attorneys, experts, agents, l.nspectors, deputy 
collectors, clerks, janitors, and messengers, in the District of Columbia 
and tile several collection districts, to be appointed as provided by law, 
telegraph and telephone service, rental and repair of quarters, po tagei 
and the purchase of such supplies, equipment, furniture, mecha.nica 
devices, printing, stationery, law books and books of. reference, not to 
exceed SuOO for street car fares in the District of Columbia. and suc.h 
other articles as may be necessary for use in the District of Colombia 
nnd the several collection districts : Pro-vided, That not" more than 
$2,750 ... 000 of the total amount appropriated by this section may be ex­
pendeu in the Bureau of Internal Revenue, in the District O"f Columbia: 
Provi.decLJurtlter, That not more than $60,000 of the total amount ap­
propriate by this section may be expended for salaries and traveling 
expenses of members of an "advisory-tax board " to be appointed by 
the commissioner, wltb the approval of the Secretary. Under rules and 
regulations prescribed by the commissioner, with the approval of the 
Secretary, the secretary of the commissioner may, and on the request 
of any taxpayer directly interested shall, submit to the board any ques­
tion relating to the inter_pretation or administration of the internal­
revenue laws. Such board shall have the power to summon witnesses, 
to take testimony, administer oaths, and require any person to produce 
books, papers, documents. or other papers relating to any matter under 
investigation by the board. Such board may be continued for two 
years. . 

SEC. 1302. 'That all internal-revenue agents and inspectors shall be 
granted leave of absence with pay, which shall not be cumulative, not 
to exceed 30 days in any calendar yenr, onder such regulations as the 
commissioner, with the approval o:f the Secretary, may prescribe. 

SEC. 130:l. (a) That there is hereby created a legislative drafting 
service under the direction of two draftsmen, one of whom shall be 
appointed by the President of the Senate, and one by the Speaker of 
the House of Repre entatives, withont reference to political aftUiatiOIJS 
ancl solely on the ground of fitness to perform the duties of the otnce. 

Each draftsman shall rece~ve a salary of 5,000 a year, payable monthly. 
Tbe draftsmen shall, sub.}ect to the approval ot the President of the 
Senate and the Speaker of the H«?use of Representatives, employ and 
fix the compensation of such asSIStant · draftsmen.. elerks, and other 
employees, and purchase such furniture, office equipment, books, sta­
tionery, and other supplies, as may be necessary f01· the proper per­
formance of the duties of the service and as may be appropriated for 
by Congress. . . 

(b) The drafttng service shall aid in drafting public bills and re. ol!l­
tions or amendments thereto on the request of an[ comnlittee of either 
House ot Con~ess; but the Library Comml.ttee o the Senate and the 
Library Committee of the House of Representatives, respectively, may 
determine the preference. if any, to be given to such r-equests of the 
committees ot. either House, respectively. The drn.ftsmen shall from 
time to time, prescribe rnles and regulations for the conduct ~f the 
work of the service for the committees of each House, subject to the 
approyal of the Library Committee of each Hou-se respectively 

(c) For the r£:mainder of the current 'fi cal year the1·e is hereby 
appropriated, out· of any money in the Treasury not otherwi e appro­
pnated, the sum of $25,000, or so much thereof as may be nece ary 
for the puzpose of defraying the expenses of the establishment and 
maint~ance of the servicei including the payment of salarie herein 
a~thonzed. One-half of a 1 appr()printlons for the ervic~ shall be 
disbursed by the Secretary of the Se11ate and one-half by the Clerk of 
the House of Representatives. 

~Ec. 1304.. That ther~ shall b~ levied, collected, and paid in the 
U~t~d States, upon articles conung into the United · States from the 
Vn·gm Islands, a tax equal to the internal-revenue ta:x impo ed in the 
United States upon like articles of domestic manufacture; such articles 
shipped from such islands to the United States shall be exempt tron1 
the payment of any tax imposed by ethe internal-revenue laws of uch 
islanqs : Provided, That there shall be levied, collected, and paid 1.n 
such 11~la.nds, upon articles imported from the United States, a tax qual 
to the internal-revenue tax imposed in uch islands upon like articles 
there manufactured· and g,uch articles going into such l: lands from the 
United States shall be exempt !rom payment of any tax imposed by the 
internal-revenue laws of the· United States. 

SE~. 1301?. That all adm~istrative-, special, or stamp provi ion. of 
law, mcludmg the law relating to the assessment of taxe , so far as 
applicable are hereby extended to and made a part of this act and e\ery 
person liable to any tax impo ed by this act, or for the collect1'on thereof, 
shall keep snch records and render, under oath, such statements aml 
returns, and shall comply with such regulations as the comml ioner 
with the appro~al of the Secretary, may from time to time prescribe. ' 

The comm1sS1oner, with the approval of the Secre1ary, may require 
any person, whether liable to tax or not1 to file returns of income or ·uch 
tatements as may be deemed by him TO be sufficient to show whether 

or not such .person is S() liable. 
The commissioner, for the. purpose of :l.Scertaining tbe correctne of 

any return or for the purpose of making a return where none ha beeu 
made. is hereby authorized, by any revenue agent or in p~ctor de. ig­
nated by h.im ' for that purpose, to examine any books, papers, record~, 
or memoranda bearing upon the matters required to be included in the 
return, and may require the attendance of the per on rendering the 
return or of any officer or employee of uch person, or the attendance of 
any other person having knowledge in the premises, and may take his 
testimony with reference to the matter required by law to be included 
in such return, with power to administeJ" oaths to such person or per ons. 

SEc. 1306. That where floor taxes are imposed by this act in re pe.."t 
to. articles or comm.O"ditie , l.n respect to which the tax imposed by 
eneting law has been paid, the person required by this act to pay the 
tax shall, within 30 days after its passage, make return under oath in 
such form and under such re~lations as the commissioner, with the 
approval of the Secretary, shall prescribe. Payment of the tax hown 
to be due may be extended to a date not exceeding seven months from 
the passage of this act, upon the filing of a bond for payment. in uch 
form and amount and with such sureties as the commissioner, with the 
approval of the Secretary, may prescribe. 

SEc. 1307. That in all cases where the method of collecting the tax 
imposed by thl.s act is not specifically provided in this act, the tax shall 
be collected In such manner as the commissioner, with the approval of 
the Secretary, may prescribe. All administrative and penalty provi­
sions of Title XI of this act, in so far as applicable, shall apply to the 
collection ot any tax which the commissioner determines or prescribes 
shall be paid by stamp. 

SEC. 1308. (a) That any person required unde:r Titles V, VI, VII, 
VIII, IX, X, or XII, to pay, or to collect, account for, and pay over any 
tax. or required t>y law or regulations made under authority thereof to 
make a return or supply any information for the purposes of the com­
putation, assessment, or collection of any such tax. who fails to pay, 
collect, or truly account for and pay over any such tax, make any such 
return or supply any such information at the time or times require(] by 
law or regulation shall in addition to other penalties provided by Jaw 
be subject to a penalty of not more than ,1,000. 

(b) Any person who willfully refuses to pay, collect, or truly account 
for and pay over any such tax, make such return or supply such in­
formation nt the time or times required by law or regulation, or who 
willfully attempts in any manner to evade such tax shall be guilty of 
a misdemeanor and in addition to other penalties provided by law 
shall be fined not more than $10,000 or imprisoned for not more than 
one year, or both, together with the costs of prosecution. 

(c) Any person who willfully refuses to pay, cellect, or truly account 
for and pay over any such ta:x shall in addition to other penaltic pro­
vided by law be liable to a penalty of the amount of the tux evaded, 
or not paid, collected, or accounted for and paid over, to be assessed 
and collected in the same manner as taxes are as essed and collect d : 
P~o-videtl, lloweve~, That no penalty shall be assessed under thi sub-­
division for any otrense for which a penalty may be a ses ed under 
authority of section 3176 of the Revised Statutes, as amended, or of 
section 605 or 620 of this act, or for any offense for which a penalty 
has been recovered under section 3256 of the Revised Statutes. 

(d) The term "person" as used in this section includes an officer or 
employee of a corporation or a member or employee of a partnership, 
who as such oftlcer, employee, or member is under a duty to perform 
the act in respect of which the violation occurs. 

SEc. 1309. That the commissioner, with tbe approval of the ecre­
tary; is hereby authorized to make all needful rules and regulations for 
the en.forcement of the provisions of thia act. 
. The commissioner with such approval may by regulation provide 

that any return required by Titles V, VI, VII, VIIL IX, or X to be 
under oath may, if the amount of the tax covered thereby is not in 
excess of $10, be signed or acknowledged before two witnesses instead 
of under oath. 
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SEc. 1310 (a) 'l'hat in · the case of any o-verpayment or overcollcction 

of any tax imposed l>y section G28 or 630 or by Title v~ 'J: itle Vlii, or 
; Title IX, the person making such overpayment o.r overcoUedlon may 
take credit therefor against taxes due upon any monthly return, and 
shall make refund of any excessive amount collected by h1m upon 
proper application oy the person entitled thereto. 

(b) Wherever in this act a tnx is required to be P~ ld by the pllrchaser 

I 
to tlle vendor at tbe time of n sale, .and such sale is made on credit, 
then, under regulations prescribed by the commissioner, 1th tM ap-

1 
proval of the secretary, the tax may, at the option of the vendo.r, be 
retm·ned and paid by him to the United ,States as if paid to him by 

' the purclulser at the time of the sale, and in such case the vendor hall 
bave a right of action in any court ot competent jlll"i diction against 
the purchascr for the amount of the tax so returned and paid to tho 
I!'nited • tates. 

1 SEc. 1311. That where the rate of tax imposed by tltis act, pa-yable 
by tamp , i. an incr a~e over pre-viou.ly existing rntes. stamps on hand 

1 in the collectors' offices and in the Bureau of Internal Revenue may 
continue to be used until the supiJlY on hand is exhausted, but shall 

. be old and accounted for at the rates provided by this act, a-nd 
! ass<>. sment shall be mado n~alnst manufacturers nnd other tnxpayers 
~ having such stamps on bana on tbe day this act tak~ effect for tbe 
' diO: renee between the amount pa,id for such stllll.lPS and the tax due 
' at the rat(>S proviued by this aet. 

S.zc. 1312. (1) That (a) if any per on has prior to May 0, 1917, 
made a bona fide contract with a dealer for the sale or lease, after 

\the tax take. IIect. of any article in respect to which a tax i imposed 
: under Titles VI, VII, or IX, or under subdivision 13 of Schedule A of 
Title XI, or unde.r this .subdivision, and (b) U finch contract does not I permit the adding of the whole of such tax to the amount to be paitl 
under such contract, then the Tendee or les oo s.hall, in Ueu of the 
vendor o.t· lessor, pay so much of such tax as is not so permitted to .be 
added to the contract price. If a contract of tbe cb:mH!ter aboTe 
de eribed wa made with any per on other tban a dealer, tbe tax 
coll{'cted under this act shall be the tnx in force on May 9. 1017. 

(2) If (a) any person has prior to September 3, 1918, made a bona 
fide contract with a d~nler for tile sale or 1~. after the tax takes 
eff et, of any article in respect to which a tax is imposed UJldt>r Tltl~ · 
,VI, VII, or IX, or under subdivision Hl of Schedule A of Title XJ, 
or under this subdi>ision, and in r ·pect to which no corresp:onding tax 
was imposed by the revenue act of 1917, and (b) such contract doe: 
not permit the adding, to the amount to be paM under such contract, 
of the whole of the tax lmpo ed by this act, then the v ndee or re ee 
shall, in lieu of the vendor or lessor, pay so much of the tax imposoo 
by this net, as is not so permitted to be adued to the contract prke. 
If a contract of the cbarncter aboTe described wn.s made with any per­
son other than a dealer, no tax shall .be collected under this act. 

(3) If (a) any person has prior to September 3, 1~18, made a bona 
fide contract witb n dealer for the ale or lease, after the tax takes 
effect, of any article in respect to \Yhich a tax is impo ·ed under Titles 
VI, Vll, or IX, or under subdi>lsion 13 of Schedule A of Title :Xl, or 
unde1· this Sllbdlvision, and in re :pect to ;which a .corresponding tax 
was imposed by tbe le\enue act <>f· 1917, and (b) such rontraet d<>es 
not permit the adding. to the amount to 1m paid under such contract, 
of tbe whole of the difference between .such tax and col'respondin~ tax 
imiJO ed by the reYenue act Qf 1!>17, then the vendee or le~sec shall, in 
lieu of tbe vende-r or les, or, pay so much Qf such difference- as is not 
so permitted to be auded to the contract price. If n contract of tile 
charnet:er abc:;ve described wa made with any person otb(>r tbnn a 
dealer, the tax collected unuer this ad shall be the tax in force on 
September 3, 1918. 

( 4) The taxes pn.yable by the vendee or lessee under this section 
shall be paiti to the vendor or les or at the time the .sale or lcn.Je is 
commmmated, a.ncl eollected, t·etmnffi, and paid to the nited tatt>s !Jy 
such vendor or les or in the same manner as provided in section 002. 

(~) The term "-dealer" as U8e'd in this section includes a vendee 
who purchases any article with intent to nse it in the munufacture or 
production of another· a.rticl~ intended 'for sal-e. 

me . . 1.313. That in the payment of any tax under this act not payable 
by stam_p a fractional part of a cent shall be di:regarded unless it 
amounts to one-half cent or more, in which case it shall be increased 
to 1 cent. · 

Sec 1314. That collectors may 1·eceive. at par with an adjustment 
for accrued interest, certificates of indebtedness issued by the United 
State~ and uncertified checks in payment of income, war-profits, 
and exeess-profits taxes, and any othar taxes payable other than by 
stamp, dm·ing such tim and under 'SUcll regulations as the .commis­
sioner, with tbe approval of tbe Secretary, shall pr~scribe; but if a 
cheek so receiveu i. not paid by the bank on whieh it is drawn the 
per~:>on by whom ~meh chP.Ck has been tendered shall remain liable for 
the llaymt>nt of the tax and for all legal penalties and addltiens the 
sa.me as if sueh cheek had not been tendered. 

HEC. 1315. That eetion 3315 of the Revised Statute~, as amended, 
is hereby amended to read as follow _: 

"' SEc. 331G. The Commissioner of Internal R.evenue may, under regu­
lations prescribed by him with the approval of the Secretary ,of the 
Tl'E'asury, issue stamps for re tamping package m distilled spirit·, 
tobacco, cigars, snuff, cigarettes, i'ennented liquors, and wines which 
have been <luly stamped but from which tbe stamps have be£D lo't or 
destroyed by nnavoidablt" accident!' 

SEC. 131G. (a) That section 3220 of tlle Revised Statutes is hereby 
runem;led to reacl as follows: 

•: SEc. 3220. The Commissioner M Internal Revenue, .subject to regu­
latlons prescribed by the Secretary of tlle Treasury, 1s authorized to 
remit, refund, and pay back all taxes erroneously or illegally assessed 
or collected, all penaltit> collected without authority, and all taxes 
that appear to be unjustly assessed or excessive in amount, ~ in any 
manner wrongfully collected ; atso to repay to any celleetor or deputy 
collector th~ full amount of such sumG of money as may be reeovered 
against him in any C01ll't. for any internal revenue taxes colleeted by 
him, with the co t and expenses of suit ; also all damages and costs re­
covered against any assessor, assistant assessor, collecto.r, deputy eol­
lector, agent, or inpector, in any suit brought against him by rea ·on of 
anything done in the due performance of his official duty, and shall 
make report to Congress at the beginning of each regular session of 
Con:rress of all transactions under this section." 

{b) Section .322-a of the ReVised Statutes of the United States is 
hereby am('n.ded to read as follows ~ 

"SEC. 3225. When a second assessment is made in case of any list 
statement. or return, which in the opinion of the collector or deputY 
collector was false or fraudulent, or contained any understatement or 
nndernlluation, such assessment shall not ,he rcmittetl, nor shall tt1xes 

collected un!ler such asse smnnt be refunded, or paid back, or recovered 
by any suit, unless it is proved tilat JSuch list, .statement, or return 
was not willfully false or fraudulent and dld not eouta.1n any willful 
understatement or under>aluation." -

(e) That the paragraph of section 3GS9 of the Revised Statutes, as 
amended, reading :ns follows : 

" Refunding taxes illegally collected (internal reve:nue) : To refund 
ana pay back duties erroneou ly or illegally assessed or ,rollected under 
the internal-reyenue laws,'' is hereby amended to read as follows: 

"To refuntl anrl pay baek duties or taxes erroneou ly or illegally 
assessed or collect-ed under the internal-re-venue laws, and to pay judg­
ments, ineluding interest and costs. rendered for taxes or penalties 
errQneously o1· ille~!lllY assessed or collected under the internal-re,-enne 
i~7;:,notwithsianrung any limitations imposed by the act of June 20, 

SEc. 1317. Th.'lt sections 31G4, 31G:>, 3107, 3172, 3173, and 3176 of 
.f:;_5~ensed Statutes as am nded are hereby amended to read as fol-

" SEC. 3164. It ·han be t.he duty of every collector of internal reve­
nue having kno ledge of any willful violation or any law .of the Unitecl 
Sta~es relating to the revenue. within 30 days after coming into pos· 
~t~n o:f ·u~ knowledge, to file with the district attorney of the 
di:stnet in which any tine. penalty, or forfeiture may be incurred, a 
statement of an the fa.<'ts and circUlDstances of the · case within hi-s 
knowledge, together with the names of the w1tnes e setting forth the 
proyision of law believed to be so violated on which reliance may be 
had for condemnation or con1·iction ' 

" SEC. 316f>. ETcxy collector, deputy collector, internal-revenue agent, 
and internal-1·evenue (lffieer assigned to duty under an 1nternal-r~venue 
agent, is autb<>riz~d to administer oaths· and to take evidence touching 
any part of the administration of the internal-revenue laws with which 
he i charged, or where such oaths and eviaence are autho~d by law or 
regulation authorized 'by law to be taken. 

"SEC. 3167. It shall be nnlawfu.l for any. collector, deputy collector, 
agent, clerk. or other officer or .employee of the Unlted . 'tate to divulge 
or to make knovm in any manue·r whatever not provided by law to any 
person the operati~~' . ·tyle ()f work. or apparatus of any lltll.nufac­
turcr -or producer nsued by hlm in the uis.charge <>f his official dntie , 
or the amount or source of income, profits, 1osse , expenditures. or any 
particular thei·eof. se.t forth or illsclosed ill any lnoome return, or to 
permit any income return or copy ther of .or any uook containillg any 
.abstract or lJarticularB thereof to be , een or -examined by any per1Son 
except as provided by law; and it shall 1>c unlawful for any person to 
print or publish in any manne1· what-ever not provided by law any in~ 
come return, or any part thereof or source of income, profits~ losses, or 
expenditures appearing 1n any income :return ; and llll.V on'ense .again t 
the for~going provision shall be a misdemeanor and (}e punished by a 
fine not exceeding $1,000 or by imprisonment not exceeding one year, ot 
botb, at the discretion of the conrt; and lf the offender be an .(l.fficer <>r 
employee of the United State he shall bo dismis ed from oiliee or dis­
charged from employment. 

" •'EC. 3172. Every collector sh..an, from time to tlme, cause his depu­
ties to proceed through every part i>! hi (lis:trict and inquire after and 
ooncernin,; all pe-rson therein who are liable to pay .any internal...-ev-e~ 
tax, and all persons owning or haTing the .care and management of any 
objects liable. to J)ai" :any tax, and to make a 11 t of snell person :and 
enumerate sa1d object!!. 

".SEc . .3173. It shall tb~ tbe duty of any person, pactnershlp, firm, a so­
dation, or eorporation.. made liable t~ any dnty, special tax, or other 
tax imposed by law, when not otherwise proYided for, (1) in ca e <Of 
special tax. on <>r before the 3l.'t fuly of .JnJy in each year • .and ~2) ixt 
other cases befor-e the day on which the taxes accrue, to make a list 
or return, verified by oath, to the collector or a deputy collector of the 
district where locatoo, of the articles or objects. including the quantity 
of goods, wares, .and merchandise, ma1le or .sold and charged with a 
tax, the ·everal rates a:ud aggregate amount, accord~ to the forl!lll 
lllld regulations to be prescribed hy th~ Commissioner of Internal Rel'­
cnue, -r.·itb the approval of th-e gecret:J.ry of the Treasury, for wbicll 
snch per on, partnershlp, firm, a ociatio:n, or e.orporation is liable: 
Pro'l:idea, That U any person liable to pay any duty or tax, or <>wning, 
po se. sing, or baving the care or management of property, goo~. 
l.Var~, and merehandise, article o.r objects lla~le to pay any duty. tax, 
or ltc.ense, shall fafi to make an<l exh1b1t a. lu;t or :return required by 
law, but shall consent to disclo e the narticnlars of any .and all th~ 
property, good , wares, and merchandise, article , and objects liable tp 
pay any duty or tax, or any business or occupation liable to pay any tax 
as aforesaid, then, and in that ease, it shall be the dnty of the col­
leetor or deputy collector to make uch list or return, which, being 
distinctly Tead1 eonrertted to, end f:ligned and verified by <>ath by the 
person so owmng, possessing, or havincr the care and m.a11agement as 
aforesaid, may be re.ceiYcd as tbe list of such perBon: Provided furth.et·, 
That in ca e no annual list or retmn ha been rendered by uch person 
to the collector or deputy coJleetor as required by law. a.nd the person 
shall be absent from biH or her residence or place of bnslness at the 
time the collector or a. deputy collector shall call for the annual list 
or return, it shall 1.>e tM <luty of sueh coll~tor or deputy collector to 
leave at such place of z-e.si<lence or business. with some one of sul:table 
age and discretion, if such be pre ·ent, otherwise to deposit in the near· 
est post office, a note or memorandum addreesed to uch pen;on, requir­
ing him or ht>r to render to such collector or d~puty collector the list 
or return requu·ecl by law within 10 day fl'OlD the date of such note or 
memorandum, yerified by oath. And if any person. on being notified 
or required as aforesaid, slUJ.ll refuse or neglect to render such ltst or 
return within tbe time reouired a aforesaiu, or wllenev~r any person 
'vho is required to deli\er a monthly or other r-etUl·n of obj.ects subject 
to tax fails to do so at the Ume required, or <lelivers any Teturn which, 
in the opini<ln of the collector, is erroneous, false, or fraudulent .or 
contains any undcryaluation or understatement, or refuses to allow any 
regularly authorized Government offic~r to examine the books .of .such 
person, firm, or corporation, it shall be lawful for the c(!{)llector to sum­
mon such person, or any other ver on 'having ·po ession, custody, or 
care of books of account .eontainmg aLtries ~·eiating to the business of 
such person or any other person b;e may deem proper, to appear before 
him and produce such books at a tlme and place named in the summons, 
and to give testimony or answ~r interrogatories, und~r oatb, respecting 
1lllY objects or income liable t() tax or the Tetnrns thereof. The _col­
lector may summon :any person residing or found within the State or 
Territory in which his di trict lies ; and when the person intended to be 
summoned does not r ,eside and ean not be found witbin such State or 
Territory, he may enter any eonection district where such person may 
be found and there make the examination herein authorized. And to 
this .end· he may there exercise all the authority which be might law-
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fnlly exercise in the district for which be was commissioned : Prot:ideil, 
That • person1' as used in this section, shall be construed to include any 
corporation, JOint-stock company or association, or insurance company 
when such construction is necessary to carry out its provisions. 
.. " SEc. 3176. It any person, corporation, company, or association fails 
to make and .file a return or list at the time prescribed by law or by 
regulation made under authority of law, or makes, willfully or other­
\Yi e, a false or fraudulent return or list, the collector or deputy collec­
t or . hall make the return or list from his own knowledge and from such 
information as he can obtain through testimony or otherwise. In any 
such case the commissioner may, from his own knowledge and from such 
information as he can obtain through testimony or otherwise, make a 
rehu·n or amend any return made by a collector or deputy collector. 
Any r eturn or list so made and subscribed by the commissioner, or by a 
collector or deputy collector and approved by the commissioner, shall be 
p1·ima facie good and sufficient for all legal purposes. · - _ 

· " If the failure to file a return or list is due to sickness or absence, 
the collector .may allow such further time, not exceeding 30 days, for 
making and filing the return or ·list ·as he deems proper. 

·• The Commission·er of Internal Revenue shall determine and assess all 
taxes, other than stamp taxes, as to which returns or lists are so made 
under the provisions of this section. In case of any failure to make and 
file a return or list within the time prescribed by law, or prescribed by 
the Commissioner of Internal Revenue or the collector in pursuance of 
law, the Commissioner of Internal Revenue shall add to the tax 2G per 
cent of its amount, except that when a return Is filed after such time 
and it is shown that the failure to file it was due to a reasonable cause 
and not to willful neglect, no such addition shall be made to the tax. 
In case a false or fraudulent r.eturn or list is willfully made, the Com­
mi ioner of Internal Revenue shall add to the tax 50 per cent of its 
amount. 

·• '!'he amount so added to any tax shall be collected at the same time 
and in the same manner and as part of the tax unless the tax bas ~en 
}laid before the discovery of the neglect, falsity, or fraud, iu which case 
the amount so added shall be collected in the same manner as the tax." 

SEC. 1318. That if any person is summoned under this act to appear, 
to testify, or to produce books, papers, or other data, the dls~rlct court 
of the United States for the district in which such person resides shall 
have jurisdiction by appropriate process to compel such attendance, tes-
timony, or production of l>Ooks, papers, or other data. -

The district courts of the United States are hereby invested with such 
juri diction to make and issue, both in actions at law and suits in 
quity, writs and orders of injunction, and of ne exeat republica, orders 

appointing receivers, and such other orders and process, and to render 
such judgments and decrees, granting in proper cases both legal and 
equitable relief together, as may be necessary or appropriate for the 
enforcement of the provisions of this act. The remedies hereby pro­
vided are in addition to and not exclusive of any and all other reme­
dies of the United tates in such courts or otherwise to enforce such 
provisions. 

SEc. 1319. That whoever in connection :with the sale or lease, or offer 
for sale or lease, of any article, or for the purpose of making such sale 
or lease, makes any statement, written or oral, (1) intended or calcu­
lated to lead any person to believe that any part of the price at which 
such article is sold or leased, or offered for sale or lease, consists of a 
tax imposed under the authority of the United States, or (2) ascribing 
a particular part of such price to a. tax imposed under the authot·ity of 
t he United States, knowing that such statement is false or that the tax 
is not so great as the portion of such price ascribed to such tax, shall 
be guilty of a misdemeanor and upon conviction thereof shall be · fined 
not more than $1,000 or by impri onment not exceeding one year, or 
both. 

SEc. 1320. That wherever by the laws of the United States or regula­
tions made pursuant thereto any person is required to furnish surety or 
sureties on any bond, such person may, in lieu of surety or sureties, and 
under regulations prescribed by the Secretary, deposit with the United 
States an amount of bonds of the United States issued after April 24, 
1917, equal to the amount of such bond, together with an agreement 
authorizing the United States to sell such bonds in case of any default 
in payment of the bond. In the discretion of the official having au­
thority to approve the bond, such bonds may be deposited with -a Sub­
treasury, Government depository, Federal reserve bank or member bank, 
which shall issue its receipt therefor. describing the bonds deposited. 
As soon as the bond becomes >old and of no effect such bonds shall be 
returned to the depositor. 

TITLE XIV.-GE"XEP.AL Pnonsw-xs. 
, EC. 1400. (a.) That the following parts of acts are hereby repealed , 

subject to the limitations provided in subdivision (b) : 
(1) The following titles of the reyenue act of 1!>16: 
Title I (called " Income tax "). 
'l'itle II (called " Estate tax"). 
'l'itle III (called " Munitions manufacturers' tax "), as amendeu. 
'l'itle IV (called " Miscellaneous taxes "). 
(2) The following parts of the act entitled "An act to proYide 

increased revenue to defray the expenses of the increased appropriations 
for tbe Army and Navy and the extensions of fortification , and for 
othet· purposes," app,roved March 3, 1917 : 

Title III (called ' Estate tax ") . 
'ection 402 (called "Returns of dividends"). 
(3) The foll. owin~ titles of the revenue act of 1!>17: 
'.fitle I (called ·• War income tax") . 
Title H (called "War excess-profits tax"). 
Title III (called "War Tax on Beverages") ; 
Title IV (called "War Tax on Cigars, Tobacco, and ~Ianufactures 

• Thereof ") · . 
Title V (called " War Tax on Facilities Furnished by Public Utilities, 

and Insurance") ; 
1 Title VI (called "War-Excise Taxes"); 

Title VII (called "War Tax ou Admissions and Dues") ; 
Title VIII (called "War Stamp Taxes") ; 
Title IX (called "War Estate Tax") ; 
Title X (called "Adminisb·ative Provisions ") ; 
Title XII (called "Income-Tax Amendments"). 
(b) Such parts of acts shall remain in force for the a.sse!';sment and 

collection of all taxes which haye accrued thereunder, and for the im­
position and collection of all penalties or forfeitures which have ac­
crued and may accrue in relation to any such taxes, and except that the 
unexpended balance of any appropriation heretofore made and now 
available for the administration of any such part of an Act shall be 

. available for the a.uministration of this act or the. corre. ponding pro­
vision thereof: Prot·ided, Tha t, xcept as otherwise provicled in this 
Act, no taxes shall IJe collected under Title I of the revenue act of 

1916 as amended by the revenue act of 1917, or Title I or II of the 
revenue act of 1917, in respect to any period afteL' December 31, 1917: 
Pt·ovided turthe1·, That the assessment and the collection of all estate 
taxes by the United States or by the collector from the executor of the 
decedent or out .of the property of the decedent, and the imposition and 
collection of all penalties or forfeitures, which have accrued under 
Title II of the revenue act of 1916 as amended by the act entitled 
.".An act to provide increased revenue to defray the expenses of the in­
creased appropriations for the Army and Navy and the extensions of 
fortifications, and for other purposes," approved M:a.rcb . 3, 1917 or 
Title IX of the revenue act of 1917, shall be according to the provisions 
of Title IV of this act. -

In the case of any tax imposed by any part of an act herein .repealed, 
if there is a tax imposed by this act in lieu thereof, the provision im­
posing such tax shall remain in force until the corresponding tax under 
this act takes etrect under the provisions of this act. 

Title I of the revenue act of 1916 as amended by the revenue act of 
1917 shall remain in force for the assessment and collection of the 
income tax in Porto Rico and the Philippine Islands, except as may be 
otherwise provided by tbei.r respective legislatures. 

SEc. 1401. That section 1100 of the revenue act of 1917 is hereby 
repealed, to take effect on July 1, 1919, and thereafter the rate · of 
posta~e on all mail matter of the first class shall be the same as the 
rate m force on October 2, 1917: Provided~ That letters written and 
mailed by soldiers, sailors, and marines ass1gned to duty in a foreign 
country engaged in the present war may be mailed free of postage, 
subject to uch rules and regulations as may be prescribed by the 
Postmaster General. 

Section 1107 of such act is hereby repealed, to take effect July 11, 
1919. Except a modified IJy this act, all of the provisions of Title XI 
of the revenue act of 1917 shall rem a in in force. 

~c) Thi section shall take effect July 1, 1919. . 
SEC. 1403. That if any clause, sentence, paragraph, or part of this 

act sball for any reason be adjudged by any court of competent juris· 
diction to be invalid, such judgment shall not affect, impair, or im,.ali­
da.te the remainder of this act, but shall be confined in its operation to 
the clause, . entence, paragraph, or part thereof directly im·olved in the 
controversy in which such judgment has been rendered. · 

SEc. 1404. That the revenue act of 1916 is hereby amendeu by adding 
at the end thereof a section to read a follows: 

" SEC. 903. That this act may be cited as the ' Revenue act of 191G.' " 
SEc. 1405. That the revenue act of 1917 is hereby amended by adding 

at the end thereof a. section to read as follow : 
" SEc. 1303. That this act may be cited as the ' Revenue act of 

1917.' " ' 
HEc. 1400. That this act may be cited as the " Revenue act of 1918." 
~EC . 1407. That unless otherwise herein speciaiJy provided this act 

shall take effect on the day following its passage. 

1\Ir. LA FOLLETTE. 1\lr. Pre ident, there are two objections 
to the pending bill : 

First. It does not raise enough re\enue. 
Recond. It doe not di. tribute the tax burden fairly. 
I llo not intend in the present discussion to repeat the argu­

ment whi"h I submitted to the Senate in stipport of a wi e and 
ju. t policy of war finance when the last revenue bill was before 
this body in 1917. It is enough to say that substantially all 
econorn.jsts agree that war houltl be financed olelr l.ly taxation, 
never by loans. 

It is no an wer to the soundne. of tlleir rea oning to a ert that 
wars generally· ha\e been financed more largely by borrowing 
than by taxation. It is true, l\1r. President, that wealth, which 
ha had much to do with bringing on all wars, is potential 
enough to control the legi ·lation that shall finance wars. 

It bas been well said, sir, by the great body of economists 
of the United States-representing practically e-rery great uni­
Yersity and college under our flag, in a petition igned by more 
than 300 of those leading economist , ubmitted to the Con­
gre s that-

'.fhe policy of borrowing within the country itself does not bift 
any part of the Nation's burden of war expenditures from the present 
to the future. All it does is to make po sible a dlfl.'erent distribution 
of the burden among individuals and ocinl classes, to permit repay­
ment to certain persons who have contributed income during the war 
by other persons after the war. 

The policy of taxation for war expentlitures is demanded by justice. 
Apart from tb.e injustice arising from price inflation (resulting from 
large Government loans), the policy of paying for the war by bond 
issues gives property a. preference over life; it deals unjustly as between 
citizen and citizens. 

The question of taxation ycrsus bonds is not merely one of economics ; 
it is one of morals, of right against wrong. 

'Vealth, which profits out of war, has had no time, sir, for the 
consideration of scientific goyernment finance, which from Adam 
Smith down through all the great students of that great science 
to the leading men of our own time lays down as a sound, as a 
just, proposition to begin 'iYith, that all wars should be paid for 
as you go by taxing wealth, rather than by selling bonds and 
le,~·ing upon the labor of the future to pay the interest and the 
principal of the bonds; and, econd, that the e::\.rpenditures of 
war should be paid for a ron go as a sound, business, financial 
proposition for the Go\ernment it • lf. And that, sir, is con­
firmed by all history. 

Returning to the point from wllich I uigre sed, from this peti­
tion: 

The citizen who contribut . e>en hi entire income, beyond what is 
necessary to subsistence itself, c:lo<'s les. than the citizen who contributes 
himself to the nation. 

But, ~Jr. President, ,-.,-hi!e I do not purpose to reargue that 
i ·ue at thi. time I mu. t here and now, anu shall at all times, 
maintain tllat the cost of this war and tt.t! cost of all wars 
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should be paid wholly or in the larger part by taxation and t1mt it has proved to be. Our list of casualties and wounded is 
bond issue hould be held down to the lowest posNible minimum. truly appruling, but that must have been expected when we en­
This is required by the principles which sho·uld govern the just tered upon the war. · There was never any limit 'Pla-ced upon 
distribution of the burdens of war and i demanded as a wise the number <>f men <>r the qururtity of munitions we "·ould send 
nnu .:ound policy of Government finance in time of war. to Eur<fpe, and the nmount of money we would loan to the llilies 

EXCESSJY]J BO-'D msuEs nxAn HEAVILY o~ :PEOPLE. was measured by necessity only. We were to loan the money 
I n.m not going to follow, l\lr. President, now as I did when the nece sary ami send the men and munitions nece ·sary to win 

tltx bill of 1917 was pending before this body, step 'by step., the the war. That wa what every Senator looked for\vard to, and 
history of the financing of nuious wars in whiCh the United e\eTy Senator knows that by the unexpect-ed br aking of the 
States bas been engaged. It was futile then so f-ar as Totes in German war machine we have come out of the ~ar at lea ·t a 
the Senate were concerned, and I lmderstand perfectly well year eaTlier than we at that time had reason to -expect, with tile 
that it would be futile now. I demonstrated then the peril of consequent saving of billions of dollars. 

;raisingthemoneytonnancethewarbybondissues. Youmayget No, Mr. President; :e cannot excuse the now admitted in-
along with that policy all right at the time. ·But if yo1.1 do succeed adequacies of the 1lnst reTenue act on the ground that we have 

1 
in eondncting the war on the credit plan the trouble is sure to had to meet unexpected expenses. The fact -is that the act of 

. come later. As a :result of pursuing the same poliey that we are 1917 failed to properly tax war profits and exces ive incomes, 
·pursuing now in financing this war we narrowly escaped :finan- and subsequent e~ent-s haTe <m1y proven what we then knew or 
t cial collapse "in previous wm·s of this country, the War of 1812, should have known. 
the war of 1846, .and the war of 1861, the expenditures of which At the time we framed the Tevenue bill of 1917 the facts were 

, were but a pittance compared with those with which we are before -us, Ql' could ha\e been obtained, by whlch the expendi-
dealing now. · tures of the Government for the then taxable year could have 

I am not going to reargue that question. The Senate con- at least been approximated with t·easonable certainty and some­
sidered it at that time. I -plead with you then to inaugurate the thing at least approaching a proper rate of taxation could have 

· right kind of a plan of taxation at the beginning of this w.ar, been adopted. 
rlmowing full well, if we ·started out on a policy of taxing too It will be recalled, without my going into the figures in detail, 
little and borrO\Ying too much, that it would be carried on that when in Angust of last year the revenue bill was reported 
throughout the war. to the Senate it was accompanied by a report from the Com-

Anything that I said at thnt time did not prevail; anything mittee on Finance estimating the expenditures for the .fiscal 
that 1 say now I have no expectation will prevail \Vith the Senate. year 1918 at $5,693,000,000, .and estimating receipts from various 
But, sir, it has been the political and the public-service policy of · sources at amounts which left additional revenue necessary to 
my life to pursue principle, regardless of results; and when I . be raised by taxation or a fm•ther bond issue at $1,943,458,000, 
put my hand to the plow I go straight through to the end of the ; .and it was further estimated that the bill would produce some-
furrow. thing over $2,000,000,000. 

'Ve tiptoe around this question of taxing incomes. I clo not In the minority report presented at that time the:...1.10 figures and 
know as to the mail of other Senators at the present time, but I estimate~ were controverted, and in that report it was said: 
know that my own mail daily, many times a day, comes to the At the ve-ry lea t our people mu t Ta1se in exce s of 13,000,000,000 
office loaded with appeals from the families of soldiers ·who are to be ex:pendetl in the present fiscal year, even if the war should stop 
suffering because the allowances and the insurance have not then. . . 
been paid. Sir, when impo ing these taxes upon incomes and That statement lS Yerified by the l'eport of the Secret-ary of the 
war profits we ought to remember that the family that gives up Treasury for 1918. That report states t:Jlat the expenditnres ou 
the :father and the sons at the call {)f the GoveTnment gives u11 _account of war for the fi cal year endmg June 30, 1918, were 
absolutely all it has, gi\es up JlOt only its income~producing $~3!196,011.~7.40. As. I under tand _it, between four .and fi\e 
power, but in giving up the father and the sons it giYes up its !Jillion of this. amount lS represented m loans to the 11llies. But 
capital as well as its income-producing power. And yet ron balk m the. meantune another 11~. year has passed, with expenses 
at taking less in income taxes rthun is imposed upon incomes in mountmg at the rate of a billion .or more -a month, and we are 
Great Britain, except in the case of the income of the few very now face to face \Yith the difficulty inYolved in raising the money 
rich. Tbe e are not taxed as high in England, for the \ecy rich to finnnce the GoYernmen~ fo~· an~ther year. 
made the income tax Qf Great Britain. How are we to meet this s1tuatwn? 

Commenting ()n the narrow escape from financial <1i aster The .Secretary of the Trea ury informed u · wll n before the 
which we experieneed ns a result of the mistaken policy pursued Finanee Committee that our 11eople have -alreauy ·ubscribe<l for 
in ·financing the Civil War, Prof. Henry C. Adams, 1n his excellent : bonds aggregating $17 ,968,340.,000~ as follows: 
work on Public Debt, says: First loan ---------------------------------- $2, 000, ooo, 000 

An adec1uate -policy tor the management of war finances is n. tax Second loan---------------------------------- 3, 80 • 776, 150 
r>olicy assisted by credits, rather than a credit policy assistetl by taxa· Third loan ---------------------------------- ~· 176, 516, 850 
tion. • Fourth loan-------------------------------------- 6, 989, 047, 000 

Wllen the revenue bill of 1917 was before the Senate I y.ointed In ac~clition, war savings stamps have b;en sold and issued 
ont that the reve:nue act of that year was wholly insufficient to amounting to 800,000,000, or?- total of $18,•68,340,000. 
meet the requirement:E of the Government for the taxab1e year A \ast amount of money, sir, has been drawn from the people 
'and that file only result of .adopting the measure would be one by the ~Yernm~nt loan.: alread! made.i Many people under the 
_bond .sale after .another by the Government, with all of the pressme of tile times borrowed ~o buy Governm~t bonds .. Th~y 
\hardships resulting to the people frQm the -vastly increased cost mu t earn the m:mey to pay llieir debts. . A J)el"JOd of Teaction IS 
1'pf living, a well as the danger in "ihieh it would ultimately at hru1d. ~undreds of thousand of men m the change from war 
1involve our entire financial system. It is in no captious spirit to. peace ':1lllbe out of employment., Tens of thousands .o~ them 
~that I refer to this .matter. I make reference to it at all only ar: out of ~mployment _1!-ow. The streets of our great ~es are 
·to show that had the arO'uments been beetled ~hich were then throng~ "Jth men looking for employment. The conditions un­
~rged by the mino~ty w; would ih?-ve laid the foundation for a d~r wluch we ha\e financed the war .are on _the threshold of a 
just plan of taxation and one which would prove a protection m1ghty ch~nge. It occurs to me that Senators would do well to 
and a safeguard to us in the great financial stress we nre -sure take that mto account. 
to encounter ·when the period of readjustment .and depre sion nNnr.xG J!ILL WILL !\OT n.usE scFFICIE~T :nETEXUE. 

incident to the waste and de ·tructi.on of this war comes upon UR No~, what does t11e pre ·ent bill propo ·e? It proposes to 'l'aise 
1i:nally. les than 6,000,000,000 by tuxation to meet the expenses of the 

LA.RGE EXPENDITGnEs SliOlJLD EUYE BEE:Y FORESEE-·. GoTernment for the tnxable ·year. The total disbursements for 
Tile inadequaey <>f the present re\enue act is attempted to be the fiscal year 1918 ru·e gi\en in the report .of the Secretary of 

·excused at this time on tile ground that unforeseen continge:ncies the Treasury ior the year 1918 at $21,813,356,008.39. The for· 
.lcaused greater expenditure · than were anticipated, and that, mer Secretnl-y .of the Treasury .stated befo1·e the Finance Com­
l,while th~ rates of taxation in the law of 1917 "'·ere justified by mittee but ft few clays ago that we will expend for the yeaT end­
the then known fact , experience has shown that money enough rng June 30, 1919, n.t least $18,.000,000,000. Not a fact has ever 

·;was DQt raised. · been gi\en by an~·one which :attempts to show that the expendi-
I hllow of nothing which llas occurred since th~ revenue net tures of the Gon~rnment for the fiscal year 1919 will be less 

1 
of last year wa · framed and passed which should not ha\e than those of 1918. For at least a vortion of the fiscal rear 

tbeen fore een, and nothing ·whereby the expenses of the Govern- 1919 we know they will be proportionately larger, and I here 
l ment were increased O\er the amount which it should .ha'\e '\enture the upinion that they will be nearer $22,000,000,000 than 
becu reasonably expected we would lla\e to meet. We then .$18,000,000,000. How is the GoveTnment going to float loans 
stood pledg-ed " to our last dollar -and our last man " to win the covering the nert 1~ months of from ten to twel\e billion dollars 
.war. We then expected .a war lenger by at least a year than of bonds, probably mor-e, in addition to those already taken? 
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How is it going to do it, especially if it has not properly taxed 
wealth and war profits? We can, of course, pass this bill, wash 
our hands of the matter, and hope that in ·the next few months 
something will turn up, or that the people will continue to buy 
the bonds of the Government; but we must consider more than 
next year. 

Beyond that is the next and the next and the next year, 
during which time all experience shows there will be compai·a­
tivcly little decrease in the disbursements of the Government. 
Gentlemen seem to be proceeding upon the theory that with 
the pa. sing of the present or, at most, the next year our dis­
bursements 'i\·iJl shrink to something approaching normal con­
ditions and that we may then enter upon the liquidation of our 
giant indebtedness without too great hardship. 

But, sir, nothing is further from the truth than that assump­
tion. as shO'iYn by the a'J)erience of this country in each one 
of its wars. For the purpose of illustrating our experience in 
other war. I have prepared a table showing the total disburse­
ments of the Government for the year preceding the War of 
1812, the 1\lexic::m ·war, and the Cinl War, and also the total 
uisbnrsements of the Government of each of the years of those 
wars a.nd for a periou of five years or more after peace was 
concluded. 

ADl!IXISTRATJOX'S POLICY IS COXTllARY TO EXrERIEXCE. 

The War of 1812 began .June 19, 1812, and ended with the 
treaty of Ghent on December 24, 1814. The treaty of peace 
"·as dated almost at the conclusion of the calendar year 1814. 

Now, Senators, note the e.A.'1Jenses year by year. In 1811 the 
normal or peace time expenses of this Government amounted to 
!iiH,l10,525.5D. In 1813 the expenses rose to , 22,831,595.68. 
In 1813 the expen e were $37,825,932.08. In 1 14 they were 
one million le s. Now, mark you, in 1815, the fir t year of 
veace, they rose from $37,000,000 to $40,326,248.96. 

Senators upon the other s:cle of the Chamber who yoted for 
a reduction of taxation in 191n on the assumption that the co t 
of this war was to begin to dirninl b rapidly by tlJ.at time did 
not take into account our experience in other wars. 

The fir t .rear of peace follo'i'.ing the War of 1812 the dis­
bursements of the Government were , 3,000,000 more than they 
'"ere the last year of the war. 
I Let u~ go a step further. Let us look at the hi tory of this 
country in the years succeeding other war . I have just o-i\en 
you the amount of Government e),.-penditures the first year of 
peace following the War of 1812. It jumped $3,000,000 above 
the last year of the ·war instead of falling below it. The policy 
·of Mr. 1\lcAdoo and the other members of the administration 
in fixing the tax at $4,000,000,000 for the next year, instead of 
$6,000,000,000, is contrary to the hi tory of the Mexican \Var. 
•It can not be possible that you did not know that history, anu 
that you were playing politic . It i unbelievable that you 
thought it would be clear political management to reduce the 
taxes for next year, just as you are about to lose control of 
Congres , and throw upon a Republican Congre s the onus of 
increasing taxes or elling bonds to raise money in a time of 
peace. 

In 1815, the first year of peace after the War with Great 
Britain, the dl bursements were $3,000,000 more than they '"ere 
the last year of the war. Now, let us see about the next year. 
In 1816, the second year after the war, they were $49,052,370.66, 
or $12,000,000 more than they were the last year· of the war. 
,You were planning in this bill for a tremendous shrinkage of 
expenditures and disbursements, and you are proposing in this 
bill and carrying it through the Senate by a party vote that 
·there shall be levied next year only $4,000,000,000 of taxation. 
Is it possible that you are willing to go on record as being in 
favor of excessi\e bond issues, creating inflation, imposing on 
the people the increased costs in the living sure to result from 
the inflation attending large bond sales? 

Mr. S~HTH of Georgia. Will the Senator allow me? 
1\lr. LA FOLLETTE. Certainly. 
1\Ir. Sl\iiTH of Georgia. I have been listening with a great 

deal of pleasure to the Senator. Whatever the figures may haYe 
been with reference to the other wars, I have not any doubt 
myself that the expenses will be iess in 1920. I know the Army 
will be disbanded; and that expenditure will be gone. I know 
this enormous construction will decrease ; I do not see how it is 
possible that the expenses in 1920 can be anything like what 
they will be this year if we manage our affait·s well. 

1\Ir. LA FOLLETTE. Yes, Mr. President; of course, I am 
sure that the Senator does not. I know he must have follmYed 
that line of reasoning or else he could not have voted as he did. 

He prob::tbly did not nave in- mind the history of the ex­
penditures following these other wars. There is not a single 
.war to which our Government has been a party in which fo1· 
.the first year following the close of the war it did not cost 

nearly as much or more for the settlement of the debts of the 
,,·ar than the last year of the active military operation. 

~Ir. S~HTH of Georgia. Will the Senator allow me further? 
Mr. LA FOLLETTE. Certainly. 
1\ir. SMITH of Georgia. Without any regard to what took 

place after those other wars, from my own knowledge of what 
we have to PaY next year and what we will not have· to pay 
in 1920, I still believe the expenses in 1920 ought to be '\ast1y· 
less than those of 1919. · 

1\Ir. LA FOLLETTE. I · thought the Senator believed it. 
If he did not so believe he would not have voted as he did. 

~!r. Sl\IITH of Georgia. I would not. 
:Mr. LA FOLLETTE. I am sure he would not. 
1\Ir. SMITH of Georgia. So far as I know I was· the first 

person to advocate the reduction of taxes for 19i9 payable iq 
1920. I did it because I thought as a member of the Military 
Committee I knew what the expenses would be next year, and' 
I knew that they ought not to be any more in 1920. 

Mr. LA FOLLETTE. Let me say to the Senator that in 
every other war the armies were demobilized immediately after 
the war clo ed. You know that in this war we are not to · 
demobilize a large part of our Army at all. We are told it 
is the plan to keep from one million to a million and a ha~ 
men in Europe for an unknown period. There is a wide dif­
ference between the conclusion of this 'var and other wars. 
So I refer to these statistic and e'i'ery one of those facts n8 
being again t the Senator's contention of n relati'i"'Gly lnrae 
r ductiou of expenses. 

~Ir. S~IITH of Georgia. The Senator does not mean that we 
are to keep them after 1919 in Europe? · 

:l!r. LA FOLLETTE. 'Ve do not know. When the Secretary 
of War was before the Committee on Finance he said he did 
not know how long they were to be kept over· there; that it 
depended upon the conditions abroad ; that he was goinO' ·to keep 
3~ diYi ions over t11ere until tile conditions changed. o 

L\lr. S"JIITH of Georgia. Will it not require legislation by 
Congress to keep them more than four months after the war 
ends? · 

:\lr. LA FOLLET".fE. 011, 1\lr. Pre illent, what has that to 
do with it? Doe · the Senator doubt that Congress· will bend its 
knee whene'i'er the administration calls upon it for a ehange in 
legi lation and for appropriations to meet the change? Has 
'ongre. s .shown any independence in the matter of yieldin...,. to 

the admini. tration when it asked it to appropriate foro ex­
penditu.res for the War Department or for any other depart­
ment? If the administration without any action on the part 
of Congress should attempt to use the Army of the United 
States abroad in countries with 'i'."hich we have not declared 
\'\ar, I have not any doubt but that Congress would vote money 
to l)l'OYille for those armie . It has been, Mr. President, of ail 
the Congresse in the history of this Government the most sub­
. enient to the will of the administration. 

So it is no answer to ·ay that they must come back to Con­
gre~s for what they 'Tish to ha\e appropriated. If Congress 
should ha'i'e an awakening, if Congress should get a g1ip on 
itself, if Congress should really become an independent coordi­
nate branch of this Government, as was intended under the 
Constitution, then the record it has been mah"ing since we de­
clared \'\ar would haYe to be radically changed. Since that 
time Congress has been doing the behest of this administration 
\Yithout any independent judgment or mind upon anything. 

l\lr. KING. Will the Senator yield for just a moment? 
l\Ir. LA. FOLLETTE. Certainly. 
~fr. K:U.,G. The Senator was administering rather u rebuke 

to this ffide of the Chamber because the tax for the current 
year was fixed nt $4,000,000,000. The Senator thought that that 
was too low. I am inclined to think the Senator is right in 
that obselTation, but may I not suggest to my friend that his 
side of the Chamher has not · proposed an amendment to the 
bill increasing it abo'i'e the $4,000,000,000 mark. So, if we are 
to be criticized for not levying a tax in excess of $4,000,000,000, 
I think my friend, in justice, ought to criticize the other side 
of the Chamber because they ha'i'e not proposed an amendment 
augmenting the amount. 

l\lr. LA FOLLETTE. I wish to be perfectly fair, as the 
Senator from Utah, I think, will believe. If the amendment to 
\'\hich he refers, against the adoption of which this side of the 
Chamber contended, bad been st:·:cken from the bill, the bill 
would have stood at $6,000,000,000 and no other amendment 
woulU have been necessary. 

l\lr. KING. A.s I understood the contention of the mi­
nority--

l\fr. L ... <\. FOLLETTE. I think I am right about th·at. 
~Jr. KING. I may be wrong; but my understanding of the 

contention of the minority was that ~e ought not to levy a 
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tax at all for the fiscal year ending June 30, 1920, but that we 
ought to be conYened in special session in March or April of 
~he coming year and lay the taxes for the fiscal year ending 
in 1920. · 
. l\Ir. LA FOLLETTE. That may have been the effect of the 
argument made before the Senate; but if the committee amend­
ment had been rejected the tax levy for next year would have 
stood at $6,000,000,000. 

l\Ir. NORRIS. l\Ir. President--
The PRESIDL~G OFFICER (Mr. NtJGEKT in the chair). 

Does the Senator from Wisconsin yicl<l to the Senator from 
Nebraska? 

l\Ir. LA FOLLETTE. I do. 
:Mr. NORRIS. I heard what tl1e Senator from Wisconsin 

said, but I could not hear what the Senator ·from Utah said. 
I do not want to permit to go unchallenged the statement that 
the minority were not in favor of levying any taxes at all for 
the next year. The bill was in such a shape that if that amend­
ment-that I presume the Senator was speaking about as I 
came into the Chamber-had not been put on the bill there 
would haYe been the same tax for the next year that we are 
Jeyying for this year. 

l\lr. LA FOLLETTE. I submit that is the parliamentary 
situation. 

l\lr. NORRIS. That is the parliamentary situation in tile 
Senate. 

Mr. SMITH of Georgia. I do not think tllere is any doubt 
about that. 

Yr. LA FOLLETTE. Of course, that would be the fact. 
The PH.ESIDING OFFICER. Does tile Senator from Wis­

consin yiel<l to the Senator from Nebraska? 
~1r. LA FOLLETTE. I do. 
l\fr. NORRIS. The tax carried by the bill would haYe re­

mained on the statute books until changed. 
l\Ir. SMITH of Georgia. If the Senator will yield to me, un­

doubtedly tllat is true, and that is what he insisted upon, that 
'~e were fixing a tax for 1919 and 1920 and indefinitely unless we 
modified it. 

1 Mr. LA FOLLET'l'E. Exactly. 
l\Ir. SMITH of Georgia. And as we did not need by $2,000,000,-

000 that sum for 1920, we ought in this bill to say so. 
l\Ir. LA FOLLETTE. I understand that was the argument of 

Senators upon the other side. 
l\fr. SMITH of Georgia. The only objection from the other 

side that I have heard was that we did not continue $6,000,000,000 
as a tax ; and in the discussion heretofore on the fioor of the 
Senate it was not suggested that you desired to maintain a 
$6,000,000,000 tax, but that the majority desired to say later on 
next year--

; 1\fr. LA FOLLETTE. What the tax should be. 
:Mr. SMITH of Georgia. How the $2,000,000,000 should be 

' taken care of, the objection being, and it was not merely the 
objection of the Senator from Wisconsin, that we left the excess­
profits tax, and it ought to come off altogether. I do not mean 
that they were infl.uen<!ed by the Senator from Nebraska or the 
Senator from Wisconsin. I have no doubt there are several 
Senators on the other side who were not in any way influenced 
by that view, but that was the line of discussion that we met in 
opposition. 

l\Ir. NORH.IS. l\Ir. President, will the Senator from Wiscon­
sin yield to me? 
, Mr. LA FOLLETTE. I yield to the Senator from Nebraska. 
' 1\lr. NORRIS. The situation is this: A bill came into the 
Senate, and then the Senate Committee on Finance proposed an 
amendment that would lower the tax after the bill should 
ha\e been in operation for one year. To that I was opposed, 
and to that, I think, there was a solid Yote in opposition on this 
side. It may be that some were moved by one theory and some 
by another, but the fact re.malns that, if that amendment had 
not been put on, and if nothing had been said about any suc­
ceeding year, the bill would have remained 1n force at the 
$6,000,000,000 amount indefinitely--
: 1\Ir. SMITH of Georgia. Undoubtedly. 
! l\Ir. NORRIS. Unless it had been changed by some subsequent 
net of legislation. So far as I am concerned, I should rather 
have increased the $6,000,000,000. We know that we shall not 
haYe money enough in either one of these years to pay the obli­
gations of the Government, and it seems to me personally, al­
though I did not take any part in the argument, that it is poor 
policy for the Government to lower the tax now for a year that 
is to come, when we know that during that year and during 
this year we are not going to raise money enough by taxes, but 
shall have to issue bonds. 

Mr. L ... o\. FOLLETTE. Yes, Mr. President; if I might supple­
ment "\\"hat the Senator from Nebraska is now saying, and when 

we know that the sources from which we nrlght take large reYe­
nues--

l\Ir. NORRIS. Are going to disappear. 
1\lr. LA FOLLETTE. That have made enormous profits out ot 

the war are going to disappear in the next year or two . 
1\lr. SMITH of Georgia. Mr. President--
The PRESIDii~G OFFICER. Does the Senator from Wis­

consin yield to the Senator from Georgia? 
Mr. LA FOLLETTE. I yield. 
Mr. SMITH of Georgia. I wish again to express my ful~ 

agreement with the Senator from Nebraska [.1\fr. NoRRIS] as 
to what would have been the effect of this bill if this modifica­
tion had not been made. I only wish to repeat that that objec­
tion to the modification has been presented, so far as I have 
heard, to-night for the first time, and it w:as not the objection 
which I understood influenced the majority of tho e opposed 
to it. I am not surprised to know that that objection influenced 
the Senator from Nebra ka, ancl I knew that it influenced the 
Senator from 'Visconsin, for I understood their Yiews · on the 
subject of meeting the e::<...-pcnses of the GoYcrnmcnt more rapidly_ 
by heavier taxation. 

l\Ir. LA FOLLETTE. Than by heaYy bond issues. 
l\.Ir. STERLING. l\Ir. President, will tile Senator from 'Yis­

consin yield to me for a moment? 
The PRESIDING OFFICER. Does the Senator from Wis­

consin yield to the Senator from South Dakota? 
Mr. LA FOLLETTE. I yield to the Senator. 
Mr. STERLING. As I understood the Senator from Georgia 

[l\Ir. SMITH], he said that the suggestion had not come from 
this side of the Chamber that tile expenses of the Governm~nt 
for tile year 1920 would exceed the amount proYided for by 
the pending bill. 

1\lr. Sl\IITH of Georgia. No; tllat is not exactly \VIlat I said. 
I sai<l that I ha<l not hear<l from that side of the Chamber that 
they were unwilling for the tax of . 6,000,000,000 to be con­
tinued for 1919-20. They agreed that it should be rednceu, I.Jut 
they desired it reduced when the new Congress came in. 

1\:Ir. STERLING. Mr. President, I slloul<l like to read a part 
of what the Senator from Utah [1\lr. S:liOOT] said as to the. 
amount that would probably be needed in the fiscal year 1920. 
His statement was as fo1lo"'Ys. I rcall from page 492 of the 
RECORD: 

Mr. SMOOT. Under the pending bill the estimated receipts for the 
fiscal year ending .Ttme 30, 1919, are $5,987,406,000. That is to be 
collected on business tor the year 1918 during the calendar year 1910. 
I am discussing the q11estlon as to the amount of taxes we shall raise 
on the business of 1919 to pay the expenditures of the Government 
beginning July 1 1019, and ending June 30, 1920. They are two 
separate and llistinct propositions, and I want Senators to know that 
they are distinct propositions. I want the people of the country to 
know the amount of money we shall bave to raise in Aome way to 
meet the expenditures for the fiscal year ending .Tune 30, 1!)20, will be 
at least $10,000,000,000. 

I have read this, becau e while the Senator from Georgia says 
that he did not say exactly what I had thought, yet the impres­
sion was left, I think, that tllere had been no contention on tllis 
side that more than $4,000,000,000 would be needed. 

Mr. LA FOLLETTE. Mr. President, I proceed to deriye from 
the history of our previous wars such light as experience can 
furnish to guide the Senate at this time. The Senate will shut 
its eyes to the light. I know that perfectly well, but I am going 
to set it before Senators. I am going to put the lamp at tlleir. 
feet, and then let them go blindly on in the other direction if 
they choose to do so. However, here is what the history of all 
other wars tells us. Just how we are going to reduce expendi­
tures more rapidly in this than we have in other wars I should 
be glad to be enlightened. 

1\fr. STERLING. .1\fr. President--
The PRESIDING OFFICER. Does the Senator from Wiscon­

sin yield to the Senator from South Dakota? 
Mr. LA FOLLETTE. I do. 
Mr. STERLING. For information mor-e than anything else, 

I should like to ask the Senator from Wisconsin a question or 
two along this line. How many enlisted men and officers <loes 
the Senator from Wisconsin believe will be demobilized and <lis­
charged from service within the next few months? 

l\lr. LA FOLLETTE. Well, 1\Ir. President, I think perhaps I 
am not betraying any confidential communication, for I do not 
remember that the Secretary of War imposed any restrictions 
upon us when he was before the Committee on Finance, when 
he said that at the extreme limit we had over there 42 divisions 
of troops, and that it was the purpose of the Government to 
keep 32 divisions there; that just how long they would be kept 
there would depend entirely upon conditions; that was in­
definite; and he could say nothing further about it; but that 
for the present it was the plan of the Government to bring 
back the difference between 42-I am stating my recollection 
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~f the ;figures-and '3"2 Ui--risions~ that after the tt'oop b1 tile . ... ·o-w, 'Mr. President, I ha'> bere in lllJ not · n tu.b1c ta.k 1 
cantonments had b en demobilized upon this side that it wa · · from the :r•eport 'Of tlle ' cretm.~ -of the "l'r.easury giviTI<" t1le ·ex­
the pm·pose to use the e rcamf)S f-ot• the ;reception .of troops ' -pen es for the 3·ear 1811 to 1 ~3. wbich I nsk to bnv inoorpo­
brcmglrt back from ov-er n and ItOl' their demobilization as the rated in my remark ·. 
bu iness of the .(lepa-rtment would permit. 1Jbe PllESIDI.~. ~G OFFI-GEU. '\\"iihout obj tion, ·it 1 · : o 

Mr. STERLING. I me-ntion thi" lr. PJ.'eSident, b cau e I mn ordered. 
fiom what startled at itlle statem nt ·of the enat01: from Wis- The tu1Jle rcfen·oo to i aN follo"· : 
con. in to the effect that the expense"' fo-r the :yeu:r nft-er the wAn oF 1 12. 
war-and I take it that that mean- after emo 1lizathm al o; Re~an June 19, 1 12. 
[ !think 1t is fair ·-to -eonstrue -it in that light-will be greater .Ended l>ecemb 1· :24, 1. '"'14, by trc·aty or ·Ghent. 
than the -ex~.s:ws <luriD!! the war. The following table show th total ,di.._<mur · m nts, inclntling puhlir-

.t-'~~~ ~ debt tran ·actions, of the Government for the year prior to the war .null 
in.n=e figured -on !this basi • someVi'hat bnr:l'ie(JJ~, :tlutt fuet:e for the years during and subsequent to the war .d signa ted .in tb tn:ble-: 

;will ·be nt least 1,500;000 men demobilized and di charged :and Year : Tota:l of ·nTI -di bursements. 
-out of the })UY ,of the ~vernment within that :time, .or "\"'cry 1 11----~----------------------- 14, no, ti2a. -59 

oon. Now, that ntrmber of men 11t -$30 :a .month-.and that is {, 1 12---~------------------------ .22, Soil. '59:1. 4>8 1£13____________________ --- 39,£2&,932.0 
Ute m'inimum fo-1' the ·enlisted men, and does not inc.lnde rt:he · 1 1-4------~------------------- a , "754. '605. 1 
retficers-wiR be $45;000,000 for :ane month, for the _year H w1U 1815 40,.32G,.248.:9G 
be . 548,000;000. That Is f.or pa:y alone. 1 lG-------~----- 49, 05:l, 370~ 00 

1 17 ----------~-~----------- 41, 794, 774.. 0 
Now~ I take it that sub isteuce itseU wiD co t a mn.cl1 :as 1 l ----------------------------- 36, :t3G, 674. o 

the monthly ·wages will amount to~ and -that would .be $546,~ · 1819----------~----· ---------- :25, 118. 232. '3~ 
, 000,000, or a total of $1,080,000_,000 in the :year :after• the ·de- 1: 

20 ---~------ :22, 926, 21 6. l 
, mobilization ·of 1.,500;000 men. lt is a tittle imrd -for -m:e to h~~=======::::::::::.::::::.::::::::.:::.:::~======~===.::: 20

; 
2~z. ·~t ·~i 

u:acler tand wnere the rest of tJr.e extraordinary e.qletlsec. eome 1823------~---------..:________ 16, 472. 948.. 49 
in after the demobilization. Mr. LA FOLLET'".rE. Mr. Pre i<lent, you will ob erve the 

1\Ir. LA E10LLETTE. 1\-Ir. President, I -can -unders-tand the :sHme thing lYfitlt re pect t.o tbe 1\Ie:Xlca:n Wm·. Starting mtb n 
Senator's point of "View. He is merely considering the saving peace-time expenditure of $34,000,000 prior to the war, ft leaped 
:from partial demobilization -and nothing else -connected tith to $64,{)001393. 4 Unl'ing 1 7, the 'eC<md ~rear f the Will', ~·hile 
' the -cost of -war; but if be :1.."1lew that in the lust _yea1• :Of tll.e in 1848 the expeniliture were , 64,9 1,993.4G, nnd the trea:ty 
.;war o-f 181:2 we bud -dernQbilized the troop and :yet .a was of pea,.ce 'WllS .sign d in Febrnaey: :t84 . o thnt -could hardly 
ith.e ·most -expensive year of that "WBTJ it nlight :SUoo-geSt t-o h1m lbe -eckoned -as <U ~ar Y ar. In 1849 the e~en es till tood 
that there w-ere -other things to t-:ike into account aside i'rom the at OYer $60,000,000, ana m 1 -3 fke sear uft · the war, the-y 
discharge of the men from the service.· were over 59,000,000. or $20,000, mor , su ·tantia11y, than 

·. ·Then J.f he knew, furtherm~r~ nur e::x:periene fdllow.ing ,0 m they were prio-r to rtll i>eginuing f the rrfi'l·. 
other wars 'J)roved the arne tb:l:ng as to the difficulties ~conn- 1\Ir. rr iilent, I rufu: -t jDC011-101'nte in Jny a.· mn.tk · at this 
t-ered ·in reducing the nighe1· ilevels of war :expenditur.Et ;p-er- point n :ta:bl.e .sh{} ·Lug te .e pe.nuiture · of ·the ear, during· ·nnd 
haps he would conclude ·that there were qmte a. number vf thlngs fo.llo\.~ d:he .Ml ·can U'iaT. 

l.outside :Of the demobilization 'Of the troops to be tn ~,en into TI.L rnE:Smi T :f 0 f ';E l:(. "\'\Jt1wut 0 j ti(m, it i ·SO 
.account. or<l red. 
r Furthermore. with reg.urd to the -Civil w .ru·, rr the enator The table referred to i. n · foll~:m· . .: : 
knew that ·the troops were almo t entirely demobilized -;withln MExiCAX W.At:. 
' two -or three months after the war was o--rer a11d thnt1t:ap_pc.an; ~5~ ;~~ .2., 1. · y 1:ll Ueaty :of 0 d.·tl 
that we are to keep at least n million and a half of sur men The fo1lowing table shows · na en up 'including 1mulic-
!ln Europe for an unknown period~ lie might po · Ibly think that debt transactions, of the Government f-or tlH! 'Sear prt'or -to ±be wru- and 
'llls .figures would ta.nd re-v.ision. , 1:or the _year o th ar designated in ±h table: 

1\Ir. STERLING. I am -comtting on thntJ I ru-ill , n_r to :the · -eru'is4ti 'J.'.otru of :an dlsbur emlmts. 

nator from 'Viscousin; Cllt I !Still :find 'What 'I ha~e ta: u t.o 1 AO---------------------- ~· ~ll· ~1:9· Zi 
be the ~result ~oftlle demobilization of that .many men. 1 47-------------------------------- 64: Goo: 3m~: 84 

1 Mr. LA FOLLETTE. Mr. &e ·iden:t, I ow re.snme wJlere 1 · 1848-- --------- t(j.o!, 9 1..9-9~~.-4G rot . pt d 1849________________________________________ .Go, ssa,-41J.. -87 
~as , eri"tl e • 1850------------------------- !l9., 817, 67L-U9 

~ 1 sai-d n moment ago that 1 did not ex:p.ect to be .able to im- 185k::-.,--------------------------- u4, 754, 505. 99 
press the Senate with ~he result of the history of previous w.ars; f3ga__ _________________ -==~---- '53, 21, OaK. 87 

i I do not; but I am ·go-mg to 'Ptlt it into 1lle RECOBD. [ tthi:nk it ---- fi.!J, 
8~7• 7SG. -44 

:may serve as -a warning to the eottntry -of wha.t i to follow .after :s~T iF KXPEKDnrurrn :F6l.LO'>rtta 'THE CIVIL wAR. 

-this war. .u·.L.A .FOLLETTE. Mr. r ~dent, the -iCivll 'Wa.r t!Ten more 
l In 1815, the fir t year of ;peace following the W..aT of 1812, ;gr.: .pln.caily 11Hu trate the a:me IJrine:UJle. 1 ;will assume that 
.the expenilitnre TO e to -$4:0;326.;248.96, or 3,000,000 mare it:hn.n the ;r.ar 'Sta.rted t the time J ff-erson Dans a lect pr i · 
!the last . e.a:r 'Of the wa-r, the wax :hurtng elosed and eace .!havmg dent ,of the Confederac. in F. brua:ry1 1 G , and that U endetl 
. been declared in December, 1814_, so that the :year 1..815 -.w.us :the when "'Lee >sm·reru:l :red in April, 1. 65. Ha--ring the e dates in 
'first full _yeax r()f peace. mind, the table I pr ent is _pecull:lrJ.y instructi--re. In ~8GO the 
i 1\Ir. ~ROMAS. Mr. !Piesiden:t, would it tn:te:rrupt ±he Senator :norma1 «:Jr peace-tlme .ex:pendih.ll'-es w-ere $ 5,373,193.05. Keep 
if I should intelject a l'emaTk there: tho e figures in mind. In 1 60 5,000,000; in 1861, -$93,000,-

1\Ir. LA FOLLE'l'TE. Not at -alL 000; ill 1862, 513,1{)00;000 ·; in 1-8G3. $00 ,{)()0,000~ jn 1864 
l\1r.. 'THOMAS. I mere1y wish to ~a-y that I .fim :atisfied --mth ~1;2@;000,000; lin J. 65 the_y were - 1,'91.G, Z9,GGO. ' 

the :correctness of the Senutor"'s tigures~ because I in-ves:tio<>'ftted Now, :mark u, Lee surrendered :pril '9, ll. 63 nncl tlle .great 
1, the subject somewhat myself and .stated in the -coo:nmittee tthut emobili:z:.."ltion of the Union troops took _place in the -eit_y of 
:, the peak of e~enditures oecnrred ilurtng fhe nfter 'the WaShington when the grand !review wa had wong P~syl-
1;-:war instead -of -during :the war. 1 indulge the hope, bm'r'eTer, Ta-lli.n A~-;ue .Uere in May f rthat yea:I:. That wonderful army_ 
, that the second 'year lifter the 'WaX mil not be quite so bad-, :espe- di ppea:red, ent 'baCk to the vocation of peace, melted away, 
· cially if Congress will practice some of the eeono:mies "\'f'hlcll, .as !became no longe1· a subject of · pen e to the Government or 
tindividuals, we are advocating. the country, in the fust three -or four months of that ear; 

· Mr. LA FOLLETTE. :M:L Plresident, 1 rmL:ember :the 'J)D.si- and yet the yea1· 1865 was the vig year of expense of that wa'r. 
1 tion 'Of the S.enator from <Colorado npon the subject ~ben it It was not the year of greate lt mllitm:y activity. There were 
-:was before rthe Oommltte.e on "F"manee. But -we will do better few operations of the gr.eat ilrmies upon ither side after Janu· 

I 
than our predeees ors hn~e foll-owmg -other wars 1:f we ·even a:t;Y1 ~865. ''I'he_y were -at grip , it is true ; there was a bulldo'"' 
:approaCh tlle nelglrborhood of n01~ma1 expenditu1·es for Re~ral tenacity ·upon bo.tll 'Sides. But so fur a.s military expense due 

!:years to eome, as I proceed to <demons:trute:: to -ae.tivity in lfue field "\\3 conee1·ned, there wa probably the 
1 In 1816, the -seco-nd ~ear :after the war of 1812 was ended, the ·small-est expenditure ·dwing JllDUal'~, Februa11· , :Uarch~ :and 
:!expenditures '1'6 e to · 49,{)52,370.66 ·as against $37,825.932.08 .in .April, 1865, than .ifor ;nny like period -during the entire wa1·. 
L:the last year !()f the war. In 1.8U', thr-ee -years after the 'Wltr, .r e--rertheless, disbursements for the sear 165 .. l'e the highest 
!-they were '$41, 794,774:90, or 4,000,'000 more than ithey were the of nny ;y.eai' of the war, nnd the war ended within the first :90 
last year of the rnr 1 in 1818, after fi~e rentire _year ,of ·pea.ee, ;Qays of that .~ar. [n 'Other word , 1. 65 was a :rear 'Of peace 

1 the expenses stin stood at .$36,136,'674~58, ·or :-only $3;000,000 tless for 9 <Out of 'the 1.2 months, but lit wa: tlle ostliest year of the 
'lthnn they were in any year ·of ±he war; -und U was not until whole war, 

1 
nine years after the wru·, or in 1823, that "the -expen,se ap- ' What justification have '3'0U., :Senator·, for ass111D1ng that 
proaehed the -peace-t1me status. there will be the enormous reduction in m bursements which 
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you propo e in this !Jill for the first year of peace? All history 
and experience is against you. Your plan simply means lighter 
taxes on big incomes, and monster war profits, and more loans, 
and larger bond sales. 

1\Ir. SMOOT. 1\Ir. President--
The PRESIDING OFFICER (1\Ir.- McKELLAR in the chair). 

Does the Sen a tor from 'Visconsin yield to the Senator from 
Utah? 

1\lr. LA E'OLLETTE. I do. 
l\1r. S::\.IOOT. I want to call the Senator's attention to one 

statement that "·as made by the Secretary of 'Var that gives 
us some idea as to how the expenses of the War Department 
Jot; tlie coming year were arrived at. 
. The Book of Estimates, as first prepared by the War Depart· 
ment-and, by the way, it is printed and any Senator can get a 
copy of it-showe<l that the estimates for the fiscal year en<ling 
.June 30, 1920, or the coming fiscal year, would amount to 
$19,169,055,721.60. I asked the Secretary of War: "'Veil, how 
did you arrive, then, at the secon<l estimate of the expenses of 
tlle War Depnttment for that year?" and that amounted to 
$1,916,903,u72.16. The answer was that his first estimates were 
based npon an army of 5,000,000 men, and that this estimate 
was based upon an army of 500,000 men, or one-tenth of the 
number of men, and therefore one-tenth of the amount of the 
first estirna te. I called the attention of the Senate the other 
day to the fact that if there are more than 500,000-men in our 
Regular Army at any time during the year beginning June 30, 
1919, and en<ling June 30, 1920, we shall ha\e to pay more than 
these estimates call for. 

Mr. LA FOLLETTE. But there was not a suggestion, as I 
remember the Secretary's statement, of returning to this coun­
try, within any definite period of time, more than a fourth of 
the great army we have abroad. We are going to keep over 
there for nn indefinite period a· million to a million and a half 
of men, unless there is a change in plans. . 

1\lr. V ARDAl\fAN. 1\Ir. President, I suggest to the Senator 
that if we are to hold the hands of those toddling little princi­
palities until they learn to walk alone, probably we will have to 
furnish the necessary money. 

l\fr. LA FOLLETTE. Yes. That is a still bigger question. 
Mr. JONES of New Mexico. Mr. President--
1\lr. LA FOLLETTE. l\fr. President, let me go on, if the 

Senator will permit me, with the figures that L started to gi'Ve. 
~n I can not, I do not know that I will be able to finish to-night. 

Mr. JONES of New 1\Iexico. I think it will be well, however, 
to ha'Ve this observation in mind: The Secretary of the Treas­
ury had in mind the fact that, even though the expenditures 
might pro'Ve to be greater than the amount of his estimate, yet 
the sum of $4,000,000,000 would be as much as we ought to 
raise in the fiscal year by taxation, because the additional ex­
penditure would be on account of the war, and through all this 
legislation we ha'Ve been endeavoring to pay from a third to a 
half of the actual war expenses by taxation. That was the 
theory, as I understand, upon which the amount was arrived at. 

l\Ir. LA FOLLETTE. That is true; and, of course, the Sena­
tor from New Mexico, not being in the Chamber when I made 
the eal'lier portions of my ru·gument this evening, missed what 
I then said. I do not concede that. to be sound war finance. . 

~fr. JONES of New Mexico. I knew, of course, l\fr. President, 
that there was a difference of opinion on that point; but this 
estimate and the fixing of the amount to be raised by taxation 
is in keeping with the plan which we ha'Ve generaUy kept in 
mind. 

1\lr. LA FOLLETTE. Yes; I think it is, l\Ir. President, and I 
think it is a bad plan. I think it is a plan that is, in a way, n 
crucifixion of the great mass of the people of this country. It 
is a rank injustice. It is a discrimination that can find no 
justification anywhere; and I belieYe that when the people 
come to understand that they will take it into account. 

Mr. JONES of Washington. l\fr. President-· -
The PRESIDING OFFICER. Does the Senator from Wis­

consin yield to the Senator from Washington? 
1\Ir. LA FOLLETTE. I yield. 
Mr. JONES of Washington. !'>--s I understand the suggestion 

of the Senator from New l\fexico, it is that the Secretary of the 
Treasury practically admitted or assumed that we woul<l issue 
bonds to take care of a part of the money that we would have 
to raise for the fiscal year 1920. 

Mr. LA FOLLETTE. Oh, yes, Mr. President. I think that 
ls true not only of the position of the Secretary of 'Var but 
of the position of the Secretary of the Treasury. The Secre­
tary of the Treasury starts off for this year with the assump­
tion that we will need $18,000,000,000, and be assumes that all 
we ought to raise by taxation is $6,000,000,000; and he said 
again and again to the committee, "If you will provide for 

$6,000,000,000 by taxation, I \Yill take care of the rest of it as 
Secretary of the Trea ·ury," \Yhich meant that he would take 
care of two-thirds of thnt amount by lonns. It could not mean 
anything else. . 

Now, 1\Ir. President, I believe that to be an abominable doc­
trine. I believe it to be a doctrine that the people of this country, 
ought to resent and that any administration which stands for 
fastening upon the people 66! per cent of the expenses of the 
war by loans, interest-bearing obligations, ought to be forever 
turned out of power. That is my notion about it. 

I do not know how much better the Republicans would do. I 
know it is the view of some Republicans that bond issues should 
be large and taxes should be small; but I do not care who ad­
vocates that view. I stand here to say for myself, as one Senator 
of the United States, that I am against it. I would be in fa'Vor 
of raising two-thirds or three-fourths of the money by taxation­
as much as it is possible to raise without blocking the wheels of 
production. I do not think any other system is just or right. 

I remember that the other day, when the distinguished Senator 
from New Mexico [l\lr. JoNEs] was speaking-and he made a 
brilliant speech, and I was very much interested in it-he said 
that the amount of money that we had raised in this country by 
taxation was greater, he thought, than that raised heretofore by 
any. country in the history of the world. That is not my recollec­
tion of history. In the Crimean War Great Britain paid 52 
per cent of the expenses of the war by taxation; that in the 
Napoleonic war she paid by taxation in excess of 47 per cent. 
I do not think, however, that u2 per cent is as much as should be 
raised by taxation for financing this war. 

I say, l\fr. President, it is difficult to tax wealth. You can 
provide for bond issues which, together with interest, the people 
out of their sweat and toil must pay through consumption taxes. 
That is the only way in which it can be paid in the end; but it is 
exceedingly difficult to make wealth step up to the captain's 
office and pay its proportion. I say" its proportion," for I assert 
that if you took all the income of wealth, every bit-aye, I will 
go further than that and say if you took the capital itself-you 
would not be taking more than \\e have taken from tens of thou­
sands of families in this war. 

Why do you not stand up to your duty here and take as much 
out of wealth as you take out of the blood and flesh of the 
people of this country? 

The poor do not make anything out of war. Wealth does. 
Wherever money is in\ested in enterprises that have con­
tributed in any \\ay to war production there have been enor­
mous profits; but tell me where the families of the poor who 
have gi\en their fathers and their sons have profited by this war. 

Senators, just stop a little and think about this business. 
Who ought to carry the burden of this war? Surely not the 
millions who were put into the ranks, who have been taken 
away from production, leaving_ their families destitute. The 
corporations of this country earned $10,000,000,000 in the last 
year. That is the report. Ten billion dollars in net profits, 
.not gro::>s but net, O\er all their expenses. For O'Ver three years 
before the war they earned an a\erage of O'Ver $4,000,000,000 of 
net profits, and when it comes to taxing them roundly Congress 
hesitates. But you did not hesitate to take not only the in­
come of the poor family but the capital that is producing the 
income-the father and the sons-and putting them into the 
service of the Government. All right, but by the God that is 
over us, if you want to do justice do the same thing by capital. 
Take the income, take e\ery dollar of the income except enough 
to keep the family in comfort. I would leave that much, but I 
would take e\ery dollar of profit that has been made out of 
war. 

I come back now to the Citil War. I present a table which 
graphically sho\\s the expenditures for the decade 1860 to 1870. 

THE CIVIL W A.n. 
.JeJierson Da;is elected President February, 1861. 
Lee surrendered April 9, 1865. . 
The following table shows the total disbursements, including public­

debt transactions1 of the Government for the year prior to the war and 
for the years durmg and subsequent to the war designated in the table: 
Year: · Total of all disbursements. 

till~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~ i:ifi!ifi!li!.~i 
l86G-------------------------------------- 1,063,746,933.16 1867______________________________________ 948,960,202.14 
1868------------------------~------------- 997,081,972.34 1869______________________________________ 479,921,036.83 
1870-------------------------------------- 470,236,423.53 

It was not t'ntil 1881 tbat tbe total disbursements of the Government 
fell below '400,000,000. 

You can not count on the expenditures of this war dropping, 
as Senators upon the other side have declared. They believe 
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tnat the' expenses \Vill :li'aii. They are mi taken abo-ut it; l\Jit·. J04 TE o-:11' New 1H£>xieo~ I wm tate to the Senator that 
tiillt is all. fltey ar difl.'el:1Rl.t iron, th figure I gave. 

In !S67, nearly thr e yeru.· afteY the real figfiting· wn o-~e~,. Mr. L_ · F UET7E. I know thn:t, antl ou can ""et both 
the expenses were $1.,948,000 more than they ~eYe in 1863,. tlle figures from the same report. I can ~refer yotL to the imle:s:: 
liardl-fougnt year of the war. In !868, tfiree yea.J:S. aft~ the where you will fiml the discrepaney. 
war1 the expenses: were $1,197,060'.00(}:, in round ~· , IDOl.'C' Mr . .TONES of w Uexico. I am ineline<I to think that the 
b-y n .. rty $];00,000)(X)U than they were in 1863. dlserepaney arises bet\veen certain estimates and the actual 

EXPEEITURES ILL· coYrumr rt:J~ u-s men:. expenditures. The Secretary of the Treasury certainly gave 
It i folly far• us ta :figm;e upon tlle lli:nlinution of tlle ex:- the actual expenditures for the fiscal year ending .Tl:m~ 30, 

peru conte:mpi .. ted by tl'ri bill and by tlte plan o.f the 'l'reasc- !917r a a ;tittle over $2,000',000,000 ant for .Turre 30, 1918, at 
· m·y D~:utment It simply meruJ£, lllr: Pt·esident, that wealth oT"en- ·· :ffi,DOO,OOO,OO(JI~ 
is ter esca~ fts share of tn:xes: and the t bond Issues are: to 1\.fr-. LA FOLLETTE. Twill refe-e the Senator to the r :POri; 

1 make it n:Pi a:nd the people are to- sweat :urd ton in the yeal'lf , and the page where he can find the ~able whi<!h I have here 
tO' came w pay tile fntuest on f)ond the principal of the- bonds,. :r produced. On P ge. 490> o:f th report of the Sec~etary of the 
and U1e higfier cost of living: That i all it means. It IS' all 'I':rea my is a. table recapitulating"" the disbm· ements· by fisen.I 
bloeked out here: in tile· figure . I ha.~e given you the figures year an the figure I quo-t are talten from the tabre 
of arr ffte wars- we hn.ve c\i r- been in,. and they all i.-end the head · TafHe- of aJI dislnrrsements/' and I quoted the figure:> 
same- T>ay. fm· the' years 1916, 19-17, and 191 ai>:v.enring thm·e. 

It wa . . not untilli!H)t}r fi\e years after the rea1 fightiBg" of thi! Th Secret::~Jry of the Treasury merely Sll 00gest& tll f th toful 
Civil War was: over,. that the ITIJPTOpli:atfons dropped back to. tlisbnrsemems. m tll Government for- the fiscal year 10I will 
what they were: e en tile first year o.f the: w:::tr. In 1869 th-ey , be 18,000,000,000. The to.tal Gisbursements may be mueb lal!'g~ 
we:t;e $419,000~00 ; in 1862 it w:m $573,.000,000; in 187{)1~ 470,- tllan that.. Ho-wever, if our ~mtitures of other war. mean· 
000,00(}, six tim~s. as rrmch rus before the wur beganr anything it will be· at reast ftTB years after the' pr ent war 

You ho.ve· not figured on a.nytfiing: o1: that kind in this: bill: nor term.fnates: bclo1'~ we can hope at lea t to even ::rpproximate · 
anything Ht:e it. It is not the: plan at the Secretary of the refu:rn to nor:n:utli expenditures, and if tile plans of tn · admi'nis­
Trea:sury. It. is not contemplated by rrny ot tho who are man- nation are cattioo to keep n tanding Army of one million and i 
a-ging the :finane:es of this war. ' halt men in Euro~ fo.r Jl}el"h p year ~hlchi certainly wo lu 

Au: President; if I wnnted to be mean if I wanted to try to inc~olv~ an expenditure of a. billion at least,. we can look. for n~ 
ueduce somethin<Y from the faet that llDllntes motive~ ff r substantial decrease in e~-penditures. 
wanted to· be p~tisan,.. I CMifd' ·ay that you wanted to "stand Now. sir-, if previous exp&ience mea anylliin it must en­
In with wealth, that you: wante'd to curry fa-vo~ with tlie big able u to see that w:n th figures for the disfim· ·ement 0£ 
busin instftt:rtion of the· co11.ntry: . thai: you wanted to let u.p this yeaJr of tfie. present w T a:ntll suec.eediB:g years are written 
the taxes-on~ mil1ion3.ire tn order m ftnanc the future-cam- . o.ut they will show that f&r at Jeast ftve years et to com~ our 
paign," that you wanted to take it out of the' great mass o'f . dfsbnr ements'- will average fi·om twefve- tG fifteen billion {lo.J!a:tr.s 
the· ~pie: who a.re110t organized,. and wh<l' have twt arry wealth each year. That is what they will amonnt to if we rely upon 
rr~ any po-wer to, stri e back wtt:IL I do- oo:t belfeve anything 011r- combined experience in. these othe.L~ wars. 
Of the kfn:d. 1 just think yOU are gafug blindly :tt tbis f>USfnes ~· D-ISlreR&E B~TS" TO ltE' PROPORTIO'YA!I'.BLY IDGH!!m. 

I will not as-cribe :rny such motive: that to you. nd! tlie· disf>ur ernent · of the yen.rs nee . eding th pr< en~ 
The Secretary of the Trea my came before the Committee war will be proportionatelsr much gr ate1· because- o th · cfutng.ed 

on Ffnanee and safd :' "'Cut d.own this tax:~ That is a pretty condftinns followin~ this ar. The War of 1812,. tl\ Mexican 
effective' propusftion; fie goes to tl'le conntry :tnd says that the 'Var, and the Civil War re domestic' nr ~ Our olthers 
taxes are. to be low; .it make everybody feel plea nt a:nd good, eitller dld not leave theil' o-wn country or p-r g:re · d IJut a oort 
:mer the committee follows tfre advice of the Secretm: . I do way Into- :td:joining enemy fettftoey. They returned home ~ nd 
not lm'O.w whether my Re:Qubficnn brethren on the comm1Uee demooilizatr.on was a simple matterr a eompitsh d with co.mpara­
really resented that :feature of ft Ju t how mueb they wanted tiveJ little expen e and within a sl rt p£ of tim . There 
tO' make' tlle reduction: l dO> no.t know~ l know they do not agr·ee were- no- foreign l::md :Col"· us tQI polic . nfter· tho ·~ "-'U.rS were 
' ith me aJJ:ou:t the method: by which these tu es sfi01.1!d be·Jevieu. over. Bnt: to-·t:lay all this. is ehangetl. A Yll t army oi two 
I know th~y do: not: supp:ot·t my proposition here to :mtse me.re : mnnon or moJte- men ar tllou aOOS" e:f miles a ay, ·catte.r-etl 
o.ut of: wealth by tanttion.. '1'11ey did :net when the last revenne all over the continent of Europ , some of tltem r fea1~ at t.M~ 
bill wa passed, and I suppo e they will not now. Tliat is, cer- ery moment in de perate ·traits in. the mifil'st of a Ru im .. 
tarn of them em n:ot But that i what nappened. . winter in fbe.rfu and po "l>-ly eTsewheFe fni that ceuntry. We 

Alf the fore@fng ftgtme are· taken from the anmta.l report · huve DO· mfermati.on when It i • 1Hre plan of the admillistratio · 
of trr Secrettu·y of the Tt-e::tSury !or the year- 191 ,. and they nre th::tt th Infil slwufd Yetm·n ta their fiomes, but ·e a1-e ad vi 
r fin:l){e; ~e dit'ferent disbursement for the- European war, . b the War Depm-trrrent tllat about Olle million ancl a quar er 
aetna :mti e timated,. are sllown by the follo-wing- table. We n wilt be- kept abroad :for- eme time. e have reasttn to bc­
bega:ti1 th~ war Aprfl 6,. we will. say, and tlle following taore- lfeve· that a large army will be kept in: Europe fo:tr mootJls.--tl:..· 
shows· the- disbuusements prior to our entering- the war nnd dur- vos ibiy year But lllld! i. the- be t mtd mo · fortunate com:l~­
illg" t1re \"V""aT. l take evel''Y one> o.f these figures from the· 1·ecene tion we know thel'e is no likelilloo of he s l-dier an b in.; 
r port" of the: Secretary of the Treasrrry, brougbt in person to returned to this country andl demobilizoo fol'" a year or more~ 
the Committee· on Finance on the 4th day of Decemper,. two day It is a very ras man, sir, in the tight ~f thcs~ filet ant"IJ fn.. 
after hiS' letter submitting it to Congress. view of onr experience in othet wm-sy whO' expect our Go ern;.. 

In the fiscal year· ending Jnly 1,. W"16r oefo1:e v e enter-ed tlle men1l expendito:Yes to· drop below ten or twelve billi n dO:llru: 
war, tlle' total diSbursementS' Wel.Y $1,640,26I,082.72. In the annually at any time within at least the next fh·e year . Tir. 
fiscal yem~ ending July 1, 1917, that would include some of the means if we raise by taxation during each ODe' o.f those yeanr no 
.war expenses incurred :from. April 6, 1917, our total disburse- mo.re- than this bill proposes to rai ·e th~e- ill still De: left 
ments were $3,046',183,746.19;: for- the fiscal year ending Xuly 1, twenty-five or thirty or-more bUlio:ns for us tO' bgrrow. Till , Mr. 
1918, the. di bursements were $21,813~356,508'.39; for the fiscal Pr "dent, i the truly appalfing situation that we must f::tClY, 
year ending July 1, 1919, it wus suggested by the Secretary of and ii: is in the Iight of this 1.-n.owledge we lil.onld work in frnm­
the Treasury that our disbursements would be $18,000,000,000. ing tllis Dill. 

Now I want to remind membe1~s of the. Fi:riance Committee Instead of seeking where ,..,-e can pure down a little here unu 
that tile ecretru.-y of the TreasUI·y did not submit a single there far the· benefit of this" corporation or tllnt inte:tre t, or insert 
ftgure in support of that statement. He wa vague and in- a cushion to take off the jar that comes· ta a p crar fnte1· be-
definite abo.ut it. cause its taxes are raised a little, we should b trying to ee llow 

lli. JO~T]JS of New Mexico. Will the Senator- yield? we can rai. e the last dollar po sibie out of tile wealth of this 
1\lr. LA FOLLETTE. Of course. country and out of the profits of war in ord-er to meet tile ex· 
~h~~ J'ONES of New Mexico. :r am not aeqrulini:ed with the penses of the war. 

~gnres that fue Sena:tor ha ju t gi'ven for the fiscal years Whatever may hn.ve been the force which eau ed the-present 
ending J:rme 30, 1918 .. and J'une 3(}, 1D17. 1Vill the Senator world war, one result of it mu ·t be apparent to every man of 
plea e give them · asrnin? intelligence, and that i that the plain citiZen has· come t<> realize 

1\fr. LA FOLLETT1~1 Ye ·, :E will; and I wtll refer- the Senator his· power as never before, and eoll:Sequen.tl'y will a sert hls 
tOi the repel~tr of the Secretary of· the Treasury,. where be will rights as- nevmT before. In orde1· t€J rnisc- the mon~y to pay tile 
find them. :r know they ai"e different from the figures given expenses we ba:ve incurred, and are bound t(} incur, the Govern­
by the Senator the other day when he made his speech on the ment must reach out and put a hea:vy hand, threugh its: power 
fioor. I noticed them at the time, and have looked them up of taxation~ upon every citizen in the land, and if it be pre ently 
Iince. ~covered that the ha.nd of the ~vermnent bears heavily and 



1918. CONGRESSIONAL RECORD-SEN ATE. 825. 
unjustly upon the rna se. and touches only lightly the rich-in 
proportion to tl.leu· ability to pay-it will produee conditions of 
discontent and resentment not pleasant to contemplate. Any 
injustice that is done by us may be long endured, and in fram­
ing the legislation to raise these vast and almost inconceivable 
amonnQJ of money we are directly a.ft'ecting the lives and tor­
tunes· ot every one of onr people and we can n~t afford to enact 
t.his legislation unless it can be defended upon the ground that 
it is just as fair to the poor man as it is to the rich in proportion 
to the ability of each to carry the burden and sacrifice of war. 
I undertake to suy that the Senate bill can not be, and has not 
been, defended upon that gr01md. 

INDIVIDUAL INCOlf.&S. 

The first change ~f importance which the substitute bill makes 
in the Senate bill occurs in the tax on individual incomes. T.he 
net result of the change I propose is to increase the total amount 
of the tax collected from th::1t source by $352,510,000. 

To accomplish this I propose to amend section 210 by reducing 
the normal tax in the Senate bill from 12 per cent to 2 per cent 
and change the rates of taxation upon incomes as shown in the 
substitute bill. For purposes of clearness I have prepared and 
ask to have inserted in the RECORD the rate and per cent of the 
tax upon the incomes of heads of families as shown under the 
existing Jaw, the committee bill, and the substitute bill. 

The PRESIDING OFFICER. Without objection, it will be 
so ordered. 

The matter referred to is as follows: 
Comparison of income ta~~:es upon spccifi.ed incomes of married persons 

under the ea:i.sting lato, the Senate bilL, and the proposed substitute 
bill. 

Existing law. Senate bill. Substitute bill. 

Income. Rate per Rate per Rate per 
Amount. t'ent or Amount. cent of Amount. cent of 

enti.re entire entire 
income. income. income. 

$2,500 .......... $10 0.4.0 $30 1.20 $10 0.40 
$3,000 .•.••••••• 20 .67 60 2.00 20 .67 
$3,500.- ....•.•• 30 .86 90 2.57 30 .86 
$4,000 .......... 40 1.00 1.20 3.00 ' 40 1.00 
$4,500 .•...••••• 60 1.33 120 3.33 50 1.11 
S5,000 ....••.•.. 80 1.60 150 3.00 60 1.20 
S5,500 .......... 105 1.91 215 3.19 95 1. 73 
$6,000 .......... 130 2.16 250 4.16 130 2.17 
$6,500 ....... - .. 155 2.38 32Xl 4..92 165 2.54 
~000··-----·-- 180 2.57 390 5.57 200 2.86 

,500 .......... 205 2. 73 460 6.13 235 3.13 

~;~~::::::::: 235 2.93 530 6.63 285 3.56 
265 3.12 605 7.12 335 3.94 

$9,000 .......... 295 3.28 680 7. 71 385 4.28 
$9,500 .......... '325 3.42 755 7.95 435 4.58 
$10,000 ........ 355 3.55 830 8.30 485 4.85 
$12,500 ....... _ 530 4.2-1 1 235 9.88 860 6.88 
$15,000 .•.••••• 730 4.87 1:670 11.13 1,235 8-.23 
~20,000 •••••••• 1,180 5.90 2,630 12.15 2,335 11.67 
$25,000 ........ 1,780 7.12 3, 720 14..80 3,935 15.74 
$30,000 ..•••••• 2,380 7.93 4,930 16.43 6,285 20.95 
$35,000 ........ 2,980 8.51 6,270 17.91 8,635 24.67 
$40,000 •••••••• 3,580 8.95 7, 730 19.33 10,985 27.46 
$45,000 ........ 4,380 9. 73 9,320 20.71 13,335 29.63 
!50,000 ........ 5,180 10.36 ll,030 22.00 15,685 .31.'37 
$60,000 •••••••• 6,780 11.30 14,830 24.71 21,585 35.97 
$70,000 ........ 8,880 12.69 19,130 27.33 27,485 39.26 
!80,000 •••••••• 10,980 13.. 72 23,930 29.81 34,035 42.54 
SlOO,OOO ••••••• 16,180 16.18 35,030 35.03 48,435 48.44 
$150,000 .••..•• 31,680 21.12 37,030 44.69 86,935 57.96 
$200,000 ••••••• 49,180 24.59 101,030 50.52 125,435 62.72 
a300,000 ••••• -. 92,680 30.89 173,030 57.68 203,435 67.81 
$500,000 .. , - ~ .. 192,680 38.54 323,030 64.60 361,435 72.29 
$1,000,000 ••..•• 475,180 47.52 703,030 70.30 761,435 76.14 
t5,000,000 •.•.•. 3,140,180 62.80 3, 783,030 75.66 3,961,435 79.%1 

Mr. LA FOLLETTE. Mr. President, the normal tax of the 
committee bill will raise $114,000,000, while under the substi­
tute it is estimated to produce only $70,000,000. I have reduced 
the normal income tax in order to relieve the tax upon incomes 
of people of modest means. I have reduced the income tax pro­
posed by the committee bill, but I make it up on the surtax on 
the rich. A large portion of this loss in revenue is made by the 
big decrease in the normal taxes upon the smaller incomes. 

While it is true the man of large income under the terms of the 
substitute bill would pay the normal in~ome tax at the same rate 
as the man of small incomes the substitute bill does not permit 
him to escape. 

I also present and ask to have inserted in the RECORD a fur­
ther table showing the surtax rates, and the revenues which will 
be produced f-rom individual incomes at each step under the 
substitute bilL 

It will be observed that the total revenues produced under the 
substitute bill from individual incomes is $1,714,510,000 as 
against $1,432,000,000 under the Senate bill~ 

I ask, Mr. President, to have incorporated in my remarks 
the table which I have here, without 1·eading. 

The PRESIDING OFFICER. Without objection, it is so 
ordered. 

The table referred to is as follows : 

Netincom~ 

;~m ~~lib~:::::::::::::::::::::::::::::: 
lO,{X)(}to $15,000 ... ___ .................. . 

$15,000 to S20,00(L. ·······-T·-·······--· .... . 
S20,000 to S25,1XX>. ............. ···-·---····· 
$25,000 to S50,ooo ............................ . 
!50,000to 575,000 .......... ~·····-··········· 
$75,000 to $100,000 ................... --· ..... . 

~~~~::~~~~~~~~~~~~~~~~~~~=~~ 

Taxable 
income. 

$675, 000, 000 
340,000,000 
474,000,000 
315,000,000 
225,000, 000 
615,000, ()()() . 
240,000, ()()() 
220, 000, 000 
394, 000, 000 
185, 000, 000 
163, 000, 000 
426,000,000 

Norm~~::::::::::::::::::~::::::::::::.::~~:~:~. 

Rate. 

Per ct. 
5 
8 

13 
20 
30 
45 
57 
70 
75 
76 
77 
78 

Revenuo. 

$33, 750,000 
27,200,000 
61,620,000 
63,000,000 
67,000,000 

276,750, 000 
136, 800, 000 
154' 000, 000 
295,500,000 
140,000,000 
125,000,000 
332, 280, ()()() 

1;i14, 510, ()()() 
2 70,000,000 

1, 784,510,000 
Return (estimated) under bill ....................................... ·1,432,000,000 

Increase .••• ~·--·-··-·····-···--······-·--··········-····· 352,510,000 

Mr. L.A. FOLLETTE. The surtax of the Senate committee 
bill, according to the estimate of revenue, '\\ill yield in the one­
year period $1,018,000,000. 

The surtax of the substitute bill, it is estimated, will yield 
revenue in the same period to the amount of $1,644,510,000. 

This is an increase in revenue under the surtax rates of 
$626,000,000. 

Every dollar of this increase comes from incomes in excess 
of $5,000, and the great bulk of the increase is from incomes in 
excess of $25,000,000 per year. The rate of the tax on the in­
comes increases as the incomes increase. 

While relieving the small taxpayer, the tax to be collected 
under both the normal and the surtax sections by the rates of 
the substitute will exceed the amount of the committee bill by 
$352,510,000. . 

Now I will briefly explain in detail the increases which my 
substitute makes in the tax on individual incomes. Senators 
will more readily follow what I ehall now present if they refer 
to the first table printed on page 696 of the Co:NGRESSIONAL 
RECORD. . 

From a study of that table it will be obser\ed that starting 
with incomes of $2,500 the tax under the :Senate bill is $30; un­
der the substitute $10; and that the substitute carries the same 
tax for this income as does the existing law. On incomes or 
$4,000 the tax in the substitute bill and the existing law are the 
same-$4Q--while the tax under the Senate bill is $12Q--three 
times the amount. 

Incomes of $4,500 are taxed under existing law at $60, under 
the Senate bill at $:120, and under the substitute bill at $50. 

Incomes of $5,000 are taxed under existing Ia w at $80, under 
the Senate bill at $150, and under the substitute at $60. 

Incomes of $5,500 are taxed under existing law at $105, under 
the Senate bill at $215, and under the substitute at $95. 

Incomes of $6,000 are taxed under existing law at $~30, under 
the Senate bill at $250, and under the substitute at $130, the 
same as the existing law. 

From this point on, however, the tax proposed in the substitute 
bill at every bracket is substantially greater than that under 
existing law. 

At the bracket on incomes of $25,000 the tax under the sub:. 
stitute bill overtakes and passes the tax under the Senate bill. 
The tax under the Senate bill on incom~ of $25,000 is $3,720; 
and under the substitute bill $3,935. From this point on the 
tax under the substitute bill rapidly qraws away from that im­
posed by the Senate bill. .At $100,000 the substitute bill imposeS 
a tax of $481435, and the Senate b1ll only imposes a tax of 
$35,030. 

The justification for tllis change seems too plain for argu­
ment. Upon no class has this war borne more heavy than the · 
man with a small income, with a family to support out of it •. 
Before the war his income and living expenses were about even.:· 
;His ambition and hope was to save a little by economy and frugal 
living, and put by something for his family as a protection' 
against sickness, old age, or death. It is from this class that the 
war has taken a large toll in the way of actual military service, 
but even more serious than that is the hardship which it has 
brought to them in the greatly increased cost of living with nq 
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corresponfling increase in income. To a man in . th.is . position 
the ditl'crencc between fifty anti a lmndt•ed dollars in his income 
tax is a serious matter. It may well make the difference between 
actual privation nnd uffering and a reasonable degree of 
comfort. 

·On the other hand, a man with an income of $25,000 or more 
-may be a little inconvenienced by an increase in his income tax, 
but neither he nor his family are ~oing to suffer any real 
privation on account of it. Even if the tax should make it nec­
essary for a man with a hundred thousand dollars of income to 
dispense with a few luxuries, it will not do him or the country 
any harm, and, as a rna tter of fact, a large portion of those 
fortunate individuals who are in the enjoyment of incomes of 
that character at the present time have in one way or another 
made a profit out of this war. 

There is no war-profit tax for individuals, except as it may 
reach them under this greatly increased 1•ate of taxation on the 
larger incomes such as I have provided for in the substitute bill. 
Under the Senate bill there can be no doubt that hundreds of 
millions of dollars made by individuals out of this war-middle­
men, agents, contractors, and the like-escape all taxation upou 
profits ronde out of the war, except as taken as an income tax:, 
and justifies its being levied at a high rate. 

COllPOR.ATIO N 'L U:-STRilOXG OUT $:1,0\l·} SPECIFIC EXE~IPTIOX . 

I have exphti.ned, 1\lr. President, quite .in detail the operation 
of the rates \Vhich are proposed in the income-tax section of the 
bill. I come now to the corporation tax. 

In tile tax upon corporations the suiJstitute bill recur to the 
rates and form of the bill as it passed the House. Upon the net 
income of corporations from which dividends are paid or to dis­
charge bonded indebtedness or to buy obligat ions of the United 
States the rate is 12 per cent. This is the same rate which all 
the net income, including the portion used for tbese purposes, 
pays under the rates of the pending bill. Upon all the balance 
of the net income the substitute rate is 18 per cent. ThL'5 is 
higher than the rate of the pending bill and would reach net 
income not dish·ibuted for the foregoing purposes. 

The substitute strikes out that portion of section 236 that 
aims to specifically exempt from taxation $2,000 of tile income 
of corporation . 

· I call the attention of the Senate to that, for I think tilat is 
a material con ideration which you ought to ha>e in mind in 
voting for or against the substitute which I propose. 

This is the first appearance of such an exemption in a bill 
proposing to levy a tax upon tile incomes of corporations. The 
first corporation income-tax statute "-as enacted to apply to cor­
porations with a net income in excess of $5,000 pet· annum. But 
the act of 1913 and tile nets of 1917 levied a tax upon all cor­
porations and made no distinction or granted no exemption such 
as is carried in line 10, vage 62, of the Senate bill, allowing 
this exemption of $2,000. 

That line means a saving to the corporations and a loss in 
revenue to the Government of nearly $100,000,000. 

In 1916, 341,253 corporations made returns of income to the 
Treasury. It is estimated that at the present time there are 
upward of 400,000 corporations in the United States. This 
provision means that each corporation shall not be required 
to pay· tax ·upon $2,000 of its income. That means to each 
corporation a saving of $240. It is not a great amount in the 
case of any one company, but this "relief" to 400,000 corpora­
tions means a loss of $96,000,000 in revenue to the Government. 

So far I have heard no sound rea on advanced to justify this 
exemption. Because an exemption of $2,000 is granted to mar­
ried persons under the indiviuual income-tax provisions is not 
a reason to justify the ~ranting of f?UCh an exemption to a cor­
poration. 

Individual exemptions are based upon a very different prin­
ciple than are the exemptions of corporations. Recent years 
ha'e emphasized the need of the State to encourage the family 
relation. The $2,000 individual income free from income tax 
is made free so there rna:. be assured to the family enough to 
aid in meeting living expenses. 

But when this exemption is granted the law at the same time 
provides as does this bill at line 24, page 30: 

That in computing the net income no deduction shall in any case be 
allowed in respect of-

(a) Personal, living, or family expenses. 

But the corporation is permitted to make deduction for its 
living expense . In tile ascertainment of its net income a cor­
poration is permitted to deduct-
. All the ordinary and necessary expenses paid or incurred during the 
taxable year • • • including a reasonable allowance for salaries 
• • • for personal service • • • and including rentals, etc. 
(Sec. 234. ~ ~4.) 

'· Rent" and ·payments made for personal service form a large 
part of the expense of every family. If the individual in addi­
tion to his specific exemption were permitted to deduct from 
his gros~ income the amounts expended for these items or the 
expenses incurred to carry the family over the year as the cor­
poration is permitted to deduct the expenses incurred in carrying 
on its trade or business, there would be little left of any ordi­
nary family income of $3,000 to fall into the class of taxable 
income. 

As the corporation in computing its net income is given these 
allowances denied to t~e individual in computing his taxable 
income, the corporation should not in addition be permitted to 
escape tax upon $2,000 of its net income. . 

This is a discrimination that should be wiped out of the bill. 
It is a trifling matter to even the very small corporations; it 
is of no consequence to the large companies, and it means a good 
slice of income to the Government, amounting, as I ha>e said, 
to $96,000,000 in the aggregate. 

W AR· PROFITS TAX. 

The next fundament..'ll change my sub titute proposes to make 
in the pending bill relates to the war and exce s profits tax. 
The provisions of the pending bill, commencing at page 83 and 
dealing with war excess-profits taxes of rorporations, are, to say 
the least, very remarkable. On their face these provisions of 
the Senate bill seem to bear some relation to an 80 per cent tax 
on war profits made by corporations. A·· a matter of fact, how­
ever, tlley impose no such tax. 

The chairman of the Finance Committee stated in the course 
of the debate on Saturday: 

Nobody ever suppo cd that even t he wa r-profit tax of 80 per cent 
woulu in practical operation be more than 70 per cent upon war in­
comes. 

Mr. President, that statement is true, and it is true because 
of the unreasonable deductions from the net income of corpora­
tions permitted before the war-profits tax is levied. Each cor­
poration is permitted to deduct from its net income for the 
taxable year its war profits ; that is, the average profit for the 
prewar period. If these average profits fall short of 10 per cent 
of the capital for the prewar period, then the actual prewar 
profit are increased to 10 per cent of the capital. To this sum 
is added $3,000 specific exemption. 

So, then, the war-profits tax would be leYied under the fol­
lowing formula: 

Net income minu tile average prewar income, but not less 
than 10 per cent of the invested capital minus $3,000, s~all pay 
a war-profits tax of 80 per cent. · 

The theoretic maximum under the pending bill is a tax of 80 
per cent on 90 per cent of the war profits, les $3,000, or abont 
70 per cent. 

But the general public uo not understand this, and wilen they 
read that there i. a tax: rate. of 80 per cent on war profits they 
accept that to mean that after taking out of tile net income an 
amount equal to the prewar profits the remainder is taxed at 80 
per cent. 

As a matter of fact, while the pE'niling bill contains this rate, 
there is no 80 per cent tax on war profit . 

It is true that under the pending bill the war excess-profits 
tax is the sum of the amounts levied under the rates of the 
three brackets. But if the exemption of $3,000 and the 10 per 
cent of invested capital were eliminated from the credits allowed 
under the third bracket, and the credit confined to the average 
of the actual prewar-period income, and the cushion p:t:ovisions 
were eliminated, then as to all the corpoi·ations reached by this 
bracket it would be an 80 per cent war-profits tax. 

Now, as to the estimate of $5,000,000.000 of war profits and 
that the tax under the war excess-profits bracket of the pend­
ing bill is only 48 per cent of that amount, the Senator from 
Utah said that tile estimate which I made "includes all of the 
business of the country, some of which <loes not pay any excess 
war-profits · taxes." 

In arriving at that estimate I have taken all the taxes levied 
under the war excess-profits section of the pending bill-that is, 
all the taxes paid as excess-profits taxes and all taxes paid as 
war-profits taxes and credit all these taxes as war-profits taxes. 
Taking all these taxes together, the result is a tax equal to about 
48 per cent of the amount of the war profit . I do not mean 
that the pending bill levies a war-profits tax of 48 per cent. Far 
from that. The total of the taxes under the two excess-profits 
brackets plus the amount of the war-prof\ts bracket will equal 
48 per cent of the war profits. 

The first year that corporations made· income-tax returns to 
the Federal Government was 1909. Thr) following table shows 
t he corporate net income from 1009 to date : 
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001-porate 11ct income, 19()f) to 1~18. Under bracket l: 

Year: Kct income. Deduct 8 per cent of capitaL________________________ 8, 00()1 
1909---------------------------------------- $3,600,000,000 ~pecific deduction.------------------------------~--- 3,000 
1910---------------------------------------- 3,761,000000,000000 Total dedu~on__________________________________ 11,000 
1911---------------------------------------- 3,503, ' 
1912---------------------------------------- 4• 151• OOO, 000 Taxable profits under bracket 1 : 
1 913 ___ .:.---------------------------------- 4 • b~&· ggg. 888 2(). per rent of capitaL ______________________ $20, 000 
1914---------------------------------------- 3, "10' ooo' 000 Less <leduction ____________ ~--------- 11, 000 
1915---------------------------------------- 5,u , , 
1916----------------------------------- 8~ 765, 900, 000 . 9, 000 
119178 (estimated)------------------------- 1100, 500000, 000000, 000000 Ta:x on $9,000 at 30 pel' C1!DL---------------------------- 2, 700 91 (estiinated)----------------------------- , , , 

The estimate of $10,500,000,000 corporate net income for 191.7 Total tax under No. L--------------------------- 2, 700 
and $10,000,000,000 for 1918 are made by the TreasiD'Y Depart- Unuer bracket Z: 
ment and can be afely relied. on as not being too high. "That the , Taxable profits ___________________________ 150, 000 Less profits included in bracket L__________ 20, 000 
estimate of $5,000,000,000 war profits made by eorporations dur-
ing the taxable year is a reasonable estimate is asserted by the 130. ooo 
Treasm·y expert anu also appears from a comparison. of the net $130•000 at 60 per cent--------------------------------- 78, goo 
income of corporations during the war with their prewar net Total under No 1 and No. 2--------------------- 80, 700 
income. Under bracket 3 : . 

The total net income for the three :rears 1911, 1912, and 1913 Deduction 10 per cent of capitaL____________ 10, 000 _ Specific deduction -------------------------- 3, 000 
adopted ru; the prewar years of all corporations was $12,368,-
000,000. The a\'"erage annual net income for the three years was, Total----------------------------------- 13, ooo 
therefore, $4,122,666,000. This, deducted from the $10,000.- . Prouts ______________________ $150, ooo 
006,000 net income of corporations for 1918~ leaves $5,877,334,000 Less deduction ______ ..:_____________ 13, ooo 
in excess of the a\ernge of all the corporation profits for the '.faxable__________________ 137, 000 
three prewar ~·ears. Making allowance for the normal net :4J.come Tax o-n $131,000 at 80 pel' cent_ _________________ 109, GOO 
of new corporations-corporations that were not in existence • Less tax under No.1 and No.2------------------- so, 700 
during any of the prewar period-and for growth of existing Total under No. 3----------------------------- 2 , 900 
corporations it is plain that the war profits must still account for 
at least $5,000,000,000 of the net income of $10,000,000,000 for Total under 1, 2, and g __ .:__________________ ______ lO!J, 600 
1

018. Percentage of war- excess proftts _________________ per cent__ 73. GG 

The suggestion is made that in making the estimate of $5.,.000.- Corporation incoine tax: 
000.000 of war profits for 1918 allowance was not made for Profits-------------------------------------------- 1.~0. ooo 
earnings of new corporations or new capital invested by old Dedu~~on- d fit <!' 109 "OO -"'Aces an war pro s--------------- '~' , u 
corporations. .All adequate allowance was made for this purpose. 8pecific deduction_____________________ 2, ooo 
The TreasiD'Y estimated the net income of corporations for the 111,600 
year 1918, and this is the basis of my estimate. 
.Corporation net income, 1918, Treasury estiinate _____ $10, 000, 000, 000 
Average of corporate net incOine for years 1911, 1!J12, · 

and 1913 ----------------------------------- 4, 122, 666, 000 
Excess of 1918 over prewar incom~----------------- 5, 877, 334, 000 
.Allowance for earnings upon new capital (estiinated)- · 877, :l34, 000 

War profits ---------------------------- 5~ 000, 000, 000 
' This nllowance of 877,334,000 to cover the earnings of new 
capital exempted from war-profits taxation is~ in my view, rea-

' sonabie. Capitalized at 8 per eent, the rate allowed by the 
pending. bill to corporations before levying the excess-profits tax 
undm· brackets Nos. 1 and 2, it would allow for a return on 
$10,9G6,675,000 of new capital. 
· Capitalized at 10 per cent, it allows for a return on $8,777,-
334,000 of new capitaL 

The Treasm-y expert l1as stated to me that the average net 
income return in the prewar period represents a return of about 
10 per cent upon the- capital. Sot depeBding upon the rate per 
cent at which this allowance is capitalizedp it takes care of an 
incrense of the prewar capital of from 20 to 25 per cent. This, 
1 take it, is ample to cover the growth of the war period. 

It is to be remembered also that the above table takes n.o 
account of the v-ast sums made by individuals and partnerships 
out of the war. 

BOW RATES OF PE~DL'\G BILL ARE APPLIED. 

Now, it is only claimed for the pending bill and the report ac­
companying it submitted by the majority of the committee that 
the bill produces $2,400,000,000 in revenues from war excess 
profits. Obviously, therefore, the Senate bill does not impose an 
80 per cent tax upon war profits, or anything approximating that. 

An illustration of a typical corporation will show just how 
the provisions of the Senate bill work out when actually 
applied. 

Upon a corporation having a capital of $100,000, prewar 
profits of $10,000 and profits for the taxable year of $150,000, 
the tax under paragraph 301 would he $109,600 and under 
paragraph 320, $4,608, making a total t.ax. tlf $114,208, or 76.14 
per cent. But when the " Cl:lShions" are applied, this tax is 
reduced and this corporation would pay a war excess-profits tax 
of only 45! per cent and a total tax of 51.7 per cent. 

1\.fr. President, I have here a table, in wbicb I work out in 
'detail the calculations under the provision which I am now 
considering. These I ask to print without reading. 

The PRESIDING OFFICER. Without objection, it is sa 
:Ordered. , 

The matter referred to is as follows: 
Corporation: 

.. :;;~;~~-P"io-fits=::=:::::::::::=::::::::::==::= $1~: &88 
Taxable-year profits ----------------------------- 150, 000 

Ta.xable---------------------~-----------------
$38,400 at 12 per cent----------------------------------
Total tax: 

Bracket 1 ----------------·-----------------------­
:8-racket 2 -----------------------------------­
Bracket 3-----------------------------------------
Corporation income tax-----------------------------

38,40() 
4;608 

2, 700 
'i , 000 
2 ,900 
4,608 

Total-------------------------------------- 114.208 
' Percentage-----~------------------------------------- 16,14 

:METHOD OF ASSESSIXG WAR EXCESS PROFI.TS ILLUSTRA'l"ED. 

1\Ir. L.A. FOLLETTE. In other words, this is a COl'POl'ation 
with $100,.000 capital, a prewar average net income. of $10,000, 
and for the taxable year a net income of $150,000. · 

Under the first bracket of paragraph 301 a tax of 30 per 
cent is levied upon the net income in· excess of the excess­
profits credits allowed under section 312. These credits are.: 

(1} Eight per cent of invested capital for the taxable year. 
In this instance $8,000 ; and 

(2) .A. specific exemption of $3,000, making a · total credit ot 
$11,000. 

This $11,000 is not taxable. There is taxable under bracket 
No. 1 excess profits in excess of this $11,000, and not in excess · 
of 20 per cent of the invested capitaL In other words, the cap­
ital is $100,000, and 20 per cent of that is $20,000. Tl1e (]:if­
terence between this and the credit of $11,000-$9,000-is the 
amount taxed under the first bracket. This is taxable at 30 per 
cent, so the revenue derived under this bracket would amount to 
$2,700. 

Under the second brack-et there is taxable all of the net income 
in excess of 20 per cent of the capital and in excess of · the 
deduction-in this case the difference between $20,000 and $150,­
()()(}-leaving $130,000 taxable at 60 per cent. The tax on this 
would be $78,000, and the total tax under brackets No. 1 and 
No. 2t $80,100. 

Under bracket No. 3, which carries the 80 per cent clause, a 
different deduction is made. Under section 311 the war-profits 
credits allowed is a specific exemption of $3,000, and an amount 
equal to the prewar period income of the corporations, but in 
no instance less than 10 per cent of its invested capital. In 
this instance this deduction would be $10,000, the average 
prewar profits plus the specific deduction of $3,000 making the 
total of war credits to be deducted $13,000. Under the terms 
of bracket No. 3 the profits to be taxed are the total profits of 
the corporation less the deduction-$150,000 less $13.000, mak­
ing $137,000 of taxable profits. At 80 per cent this would 
amount to $109,600. The bracket provides that there shall b~ 
levied under it the sum, if any, by which this 80 per cent ex-

, ceeds the amount of the tax computed under the first and 
second brackets. The tax computed under the first and ·second 
brackets amounted to $80,700. This deducted from $109,600 
leaves to be assessed under bracket No. 3 $28,900. 
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The total tax under brackets 1, ~. an<l 3 would amount to 
$100,600, whlch is the total excess an<l war profits tax levied 
upon the .corporation. · · ·· • · 

But besides this war excess-profits tax the corporation is 
also subject to the corporation in~ome tax under section 230. 
All of its net income for the year 1918 in excess of the credits 
provided in section 236 are to be taxed at 12 per cent. Section 
236 "provides that there shall be a credit allowed: 

(1) Fo1: the amo.unt of taxes imposed under title 3, which con­
tains section 301, under which the war excess-profits tax is 
levied, ·so that while the total profits of the corporation 
amounted to $150LOOO, it is subject to the following deductions: 

First, the taxes computed under ection 301, amounting to 
$109,600 ·: and, second, a speei:fic deduction of $2,000 (section 
236 (c) ) . In this instance the total deduction amounts to 
$111,600, _which, subtracted from the $150,000 of profits_, fixes 
the nmount taxable under section 230, the corporation income­
tax section, at $38_.400. Taxed at 12 per cent, the revenue would 
be $4,608. 

This added to the .tax under the first, second, and third brack­
ets of section 301 would bring the total fax of this corporation 
to 'l'114,208, which is 76.138 per cent of the profits. 

This would leave this corporation after all taxes are paid an 
income three and one-half times as great as its prewar income. 
It \Yould giYe it a net income after deductions for taxes of 
$35,792 as against its pre,vnr income of $10,000. 

If this bill really taxes such a corporation 76 per cent of its 
profits, while it \YOUld still be short of the full measure of the 
contribution which such a war-profiteering concern should make 
to the Government, it would approach nn 80 per cent war tax. 

HOW THE '' CUSHIO~" OPERATES. 

However, the bill can not be correctly under tood by merely 
applying these rates. There nre other provisions which open 
the door wide for corporations to escape their just ta_"'l::es. In 
the case of this corporation, it would claim exemption under 
paragraph (e) of ~ection 327 and would be taxed under the 
provisions of section 328. -

Paragraph (e), section 327, pro>ides, where the inn~sted capi­
tal is ma-terially disproportionate to the net income of repre­
sentative · corporations engaged in like or similar trade or 
business, ·because-

(1) The capital employed, although a material factor, is very small 
or is in large part borrowed. 

The tax is to be determined as provided in ection 328 ana 
shall be-

The amount which bears the same I'atio to the net income of the 
taxpay~r • • • for the taxable year as the average tax of repre­
sentative corporations engaged in a like or similar trade or business 
bears to the average net income • • • for such year. 

In this typical case the profits of 150,000 amount to 150 per 
cent of the capital, while it is assumed the net income of rep­
re ·entative corporations engnged in a like or similar business 
is ·only 30 per cent. . 

Then tills "cu hion " provision would be applied as follows 
under section 328: 

Corporations with a present and prewar capital of $100,000, 
premw average annual net income $10,000; net income for the 
taxable year $150,000. 

·war excess-profits tax under section 301, $109,600, or 73i per 
cent. 

'Var excess-profits tax of corporations engaged in like or simi-
lal' business as computed by the Treasury actuary, 45! per cent. 

This latter percentage would apply, so instead of paying a war 
excess-profits tax of 73! per cent it would pay 45! per cent. In­
stead of paying out of its profits of $150,000 $109,600 war 
excess-profits taxes it would pay $68,000 and would thus save 
$41,600, a saving of 41.6 per cent on the capital. 

.In addition, the corporation would pay taxes under section 
230. If taxed on war excess profits under -section _328, the taxes 
asses ed under section 230 would be a different amount than if 
the war excess-profits tax was assessed under section 301. With 
war excess profits taxed under section 328 the tax under section 
230 would be computed as follows : 

Taxable profits $150,000 less the taxes assessed under section 
328, $68,000, less specific exemption of paragraph (e) section 
236, ·• 2,000; a total deduction of $70,000, leaving $80,000 to be 
taxed at 12 per cent, which would yield revenue of $9,600. · 

So this corporation would pay under section 328, $68,000, and 
under section 230, $9,600, a total tax of $77,600. 

The tax if levied under sections 301 and 230 would be $114,208. 
• ·with the "cushion" operating it would mean a saving on the 
total tax of $36,608, or 36.6 per cent of the-capitaL 

Under these "cushion" provisions out of its $150,000 of 
profits this corporation would have left after paying its taxes 
$72,400, or in excess of seven times its peace-time pro1~.ts. 

The total tax as e ed under section 301 ami 230 would be 
76.14 per _cent of the profits, but after applying the cushions un­
der sections 328 anu 230 would be only 51.7 J)er cent of the profits. 

~rile basis of all income-tax htws of the United States has 
be n to tax large income· at a higher rate than smaller incomes. 
Also the basis of our exce. -profits tax laws has been to tax 
large profits at a higher rate than small profits. 

The relief provisions in this bill change this basis, and tax 
large incomes and enormous profits at the same rate as are taxed 
smnll incomes and small profits. . 

The relief provi ions of this bill are intended to act so that 
every taxpayer will have an ample profit or income free from 
all taxation. No provision has been added to the bill, however, 
that will similarly take cure of the Gover·nment's side as to rev­
enue. Instead of the rates being increased they have actually 
been reduced. If increased, no harm could happen to the tax­
payer because of·the relief provi ions. 

Consequently, every relief provision not only protects t11e tax­
parer against a heavy tax but also reduces the revenue to the 
Government, not only from the very small percentage of cases 
that the bill is intended to relieve, but it affects the very large 
percentage of taxpayer who, without these provisions, would 
pay only an adequate tax. If these relief measures were 
actually intended to relieve hard.ship only, the rates of tax 
would haYe been increased o as to take care of the revenue sit­
uation. But the rates haYe remained or have been reduce<l from 
the rates fixed in the bill a it pnssed the Hou e. 

I bnve illustrated the workings of one of these "relief" pro­
visions. It is not my purpose to set out in detail all of these 
provisions, but I shall briefly outline the way in which orne 
of the more important will operate to <.lecrea e the taxable 
profits or reduce the tax rate. 

PERSOX.AL-SERVICE CORrORATIO!\S. 

The first of t11ese "cushion" provi ions will be foun<l on 
page 4 of tile billt lines 20 to 26, in the definition of the term 
"personal-service corporation." This is uefined to mean :t 
corporation the income of which is ascribed primarily to the· 
activities of the principal owners or stockholders who are them­
selyes regularly engaged in the active conduct of the affairs of 
the corporation, and in which capital is not a material income~ 
producing factor. 

That definition must be taken in connection with paragraph 
8, page 34, and subdivision (14), page 52, which exempts per­
sonal-service corporations from taxation under t11e income-tax: 
provisions, paragraph 8, page 34, and paragraph 304, page 88, 
which exempts such corporations from all profits tax. The pro­
Yision with respect to the taxation of partnerships is made to 
apply in so far as practicable to ucb corporations and the stock­
holders thereof. The provision \vith respect to partnerships, 
section 218, is that partners shall be liable for income tax only 
in their individual capacity, and partnerships as such are not 
subject to war excess-profits taxes; so that per onal-serviC(} 
corporations are thereby relieved from paying "\Yar-profits tnxe;::;. 
Many personal-service corporations have made enormous profits 
out of the war. 

This is especially true of engineering corporation . Take-, 
for example, an engineering corporation that has a capital of, 
say, $50,000 and for the three years prior to the war had an 
average net income of $100,000, and during this taxable real' 
bad an income of $1,000,000. This increased income was made 
possible for this corporation because it designed and superin­
tended the construction of plants devoted to war production. 
In this instance the war profits of this concern would b~ 
$900,000 due entirely to the war, yet this $900,000 wholly es­
capes war excess-profits taxes. 

EXCHANGE OF PROPERTY. 

The second cushion to ease off the taxes will be foun<l on 
page 7, paragraph (b), which reads as follows: 

When property is exchanged for other property, the property receiveu 
in exchange shall for the purpose of determining gain or loss be treatc(l 
as the equivalent of cash to the amount of its fair market value, if 
any; but when in connecti.on with the reorganization, merger, or con~ 
solldatlon of a corporation a person receives in place of stock or se­
curities owned by him new stock or securities of no greater aggregate 
par or face value, or when a person or persons owning property receive 
Ill exchange for such pro.perty stock of a corporation formed to take 
over such property, no gam or loss shall be deemed to occur from tbo 
exchange, and the new stock or securities received shall be treated as 
taking the place of the stock, securities, or property exchanged. 

Take, for example, two corporations each with · an inYestell 
capital of $100,000, for which the stockholders paid in cash~ 
Each of the corporations after some years had accumulated a 
surplus, so that their invested capital am~unted to $200,000. 
The (a) corporation swallows the (b) corporation. The cor­
poration is reorganized and there is exchanged the stock in the 
old corporation for stock in the new corporation, and for the ptu-­
pose of determining loss and gain this old stock of corpor!ltiou 
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'(a) may be treated ns the eqniYalent of casll to the amount of its 
fair market Yalue. In other words, the fair market yalue of this 
property for which each stockholder paid $100 is now $200, a_nd 
in this exchange of property each stockholder may recei"ve not 
$100 worth of stock but $200 worth of stock, and this addition to 
his income--1<)0 percent-is not subject to taxation. Under the 
existing law and without this cushion in the bill this increased 
value when so distributed would be subject to taxation. 
, NET LOSSES. 

· On pages 8 and 9 of the bill will be found the sections coYer­
lug the net loss cushion. This bas been fully discussed on the 
floor, and permits a man who has made a mistake which resulted 
in a loss i:n his ·business during any taxable year ending afi:e.r 
January 1, 1919, to recompute the taxes for the preceding year 
and then to recoup his loss by deducting the amount out of the 
taxes for that taxable year, and if his taxes for that taxable year 
be not sufficient to fully recom11ense him, then he may have a 
credit against his taxes for the succeeding rear. 

In case the loss was made during any taxable year beginning 
after December 31, 1916, and ending not later than December 31, 
1918, such loss shall be allowed as a deduction in computing 
the net income of the taxpayer for the succeeding taxable year. 

In other words, it is saddling onto the Government the mis­
takes and losses which may occur and which mny not be deducted 
tluring the taxable year. 

SALE OF MIXES Oll OIL AXD G~S W ELLS. 

i Page 18, line 3, realls as follows: 
(IJ) In the case of a l>ona fide sale of mines, oil or gas wells, or any 

interest therein, where the principal value of the property has l>een 
demonstrated by prospecting or exploration anll djscovcry 1\ork done 
by the taxpayer, the portion of the tax imposed by this section at-
1tributable to such sale shaH not exceed 20 per centum of the selling 
price of such property or interest. · -

Applying tltis, let us assume that a prospector finds a mine or 
nn oil or gas well, and in demonstrating the value of that prop­
erty, allowing him full compensation for his time and for every­
thing expended for this purpose, his total inve tment is $50,000. 

Assume that he selJs this property at $1,000,000. · This leaves 
him a profit of $950,000. Under the terms of the income-tax sec­
tion and without this cushion his tax would be about $700,000, but 
the above cushion comes into operation and it limits his tax by 
saying tha t the portion of the tax imposed by this section at­
tributable to such sale shall not exceed 20 per cent or $190,000-
a loss to the Government and a saving to the taxpayer of 
$510,000. This is how it operates on the big fellow. 

But take the case of a lit tle prospector, who spends $1,000 in 
disco\ering and proYing a mine or oil or gas 'vel1, and assume 
that he sells his property for $31,000, leaving him a net profit of 
$30,000. Unller the terms of the bill his tax would be $4,930. 
That being less than 20 per cent of the selling price of his prop­
er1:y, this cushion does not operate for his benefit. In other 
words, this cushion operates to reduce the tax of the big operator 
from 70 per cent of the selling price to 20 per cent, while it lea\eS 
the tax on tile little operator at 16.53 per cent. 

This is not levying a tax in conformity with the rule that 
should maintain, that an income tax should be levied accorlling 
to the ability of the perSOJ:! to pay. It aids the person who is 
so fortunate as to neither need nor deserve any aid, while the 
small man receives no benefit whatsoe\er from the cushion. 
DEPLETIO:X AXD DEPRECIATION OF UIPROVEME:XTS OF MINES, OIL AXD G.\S 

WELLS, AND TDIBEll. 

On pages 28 and ~58 is the depletion paragraph, 'vllich pro­
tides in the case of a mine, oil or gas well, and otlter natural 
tlcposits and timber a reasonable allowance for depletion and 
for depreciation is made. If any individual or a corporation 
acquired a mine prior to March 1, 1913, in what is known as a 
proven tract-that is, where there were other mines developed 
in the same locality-and there was paid for this $100,000, but 
'on March 1, 1913, the fair market value of the property was 
$1,000,000, then in computing the depreciation such fair market 
Yalue and not what was actually paid for the property shall 
be the basis. If the mine or well was acquired after March 1, 
1913, by the taxpayer, then not the cost of such acquirement 
but the fair market value at any time within 12 months afte1· 
such acquirement shall be taken as the basis for depletion. So 
that '\hile the purchase price might have been $100,000, after 
1\larch 1, 1D13, if the fair market value at any time within 
the succeeding year was $1,000,000, then the depreciation allowed 
would l>c based upon the latter figure. 

~lines ha\e a limited llfc. In the Joplin district the zinc 
mines lust for from three to fi\e years. -Other properties-coal 
mlnes, gas · or oil wells-ha-ve a longer life; but we will say, 
for example, that this property has a life .of fiye years. Under 
tbis provision the taxpayer would be allowed a depreciation of 
_$200,000 per annum. In other words, he would be allowed to 

LYII--ua 

ueuuct annually fot~ .fiYe years from his · income upon which 
the tax: is computed twice as much as lle paid for llis propert~·-

On page 29, line 1D, and on page 60, line 5, is a paragraph 
which permits the taxpayer who bas for the first time ascer­
tained the amount of loss sustained during the preceding year 
and not deducted from the gross income for that year, or whose 
stock of goods is depreciated materially in value due to any 
shrinkage from the value of the inventory of the preceding year, 
to deduct such loss f1·om the net income for such preceding 
taxable year and to have the taxes for that year redetermined, 
and any amount found to be due to the taxpayer on the basis 
of such redetermination is credited or refunded to him. The 
effect of this is that there may be a large stock of goods bought 
upon a high market, the market declined and the goods are still 
on the shelves. They are unsold. The tax for the preceding 
year can be redetermined and this loss recouped. It makes the 
Go\ernment the insurer of business judgment. 

AMORTIZATION OF W A.R PRODGCTIOX PLA.~TS. 

(Page 26, subdivision (9), individuals.) 
(Page u6, subdivision (8), corporations.) 
Under the amortization section an indhidual or a corpora; 

tion that constructed a building or acquired machinery or 
other equipment after April G, 1917, for the purpose of manu­
facturing or of producing articles to contribute to the prosecu­
tion of the war, or who constructed or acquired vessels for the 
transportation of articles or men for that purpose, are per­
mitted to annually amortize the cost of their plant without 
limit; that is, they are permitted to deduct from the income of 
thhL year any part or eYen the total cost of buildings, machln­
el'3', equipment, vessels-everything. The House limited the 
amount that might be deducted for any one year under this 
heading to 25 per cent of the taxpayer's net income. but the 
Senate .committee struck this limitation· from the bill and threw 
the door wide open. . 

Under the House bill the Secretary could say that there shall 
not be allowed any deduction under this heading to exceell 25 
per cent, but under the Senate bill there is no limitation on 
the ta11-l.)Uyer, and he may claim a deduction of 25, 50, 75, or 
100 per cent of his net income if the cost of the building or ma­
chinery equals that amount. 

WIDEXS TilE EXE:llPTIOX OF ASSOCIATIOXS. 

'.Ibc existing law very properly provided for exemption from 
the corporation-tax section of farmers, fruit growers, and like 
as ociations organized and opernt<>tl for the purpose of market­
ing their products, and which nre operated without profit. 
These associations are mere selling agents for the individual 
farmers. In the pending bill, page 51, this very just exemp­
tion of the existing law is expanded and the door is thrown 
open and the opporhmity given for the evasion of the corpora­
tion-tax law. The provision of the pending bill not only ap­
plies to such nonpro.fiteering associations, but it_ extends the 
exemption to include associations that act as selling agents not 
only for their own members and without profit, but which also 
sell for nonmembers. Where these associations make profit 
as the agent of a nonmember, such profit is taxable. But the 
viciousness of this provision is that membership in such organi­
zations can be had for a mere nominal fee, and individuals who 
would not ordinarily find it advantageous to belong to such or­
ganization will under this provision .find it a benefit to be a nomi­
nal member in such an association. It is problematic how much 
loss there may be to the Government in re-venue, and there is no 
need of introducing this uncertainty when every legitimate asso­
ciation of this character is exempted under the existing law. 
!lAKING THE GOVERXMENT CARRY THE COST OF DEIJ'.ERUED TAX PAYMENTS. 

On pages G9 and 70 of the bill, section 250, there is extended 
the time for the payment of the income tax so that the last 
payment for the tax of 1918 need not be made until December 
15, 1919. 

The income '"''hich was taxecl "·ns of the year 1918. The tax: 
should be due on the 31st day of December, 1918, and should 
be paid as soon thereafter as the books of the taxpayer can be 
closed and the return made. The existing law gives the tax­
payer until June 15 in order to make certain that all of the 
taxes would be in the :rreasury prior to the end of the .fiscal 
:rear. 

Anticipating a heavy war tax both on incomes and on profits 
for the year 1918, Treasury certificates were sold, so as to make 
it easy for the taxpayer. As the taxpayer accumulated his 
income during 1918, he laid aside a portion to meet the income 
taxes, and could invest it in Treasury certificates, such cer­
tificates bearing interest at from 2 to 4! per cent, but prac­
tically all at 4! per cent, so that the taxpayer, on the sum he 
had laid aside for payment of his taxes, could earn income up 
to the time that he would turn in the certificates, as the cer-
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tl.ficntes are receivaulc for taxes. But this pro\i ion of ex­
tendin"" the c payment ·· will put a lo s of $20,000,000 onto the 
Gon'rnment. InstE':H.l of collecting the money which the e big 
corporation "' have laid ·ide during 1918 to pay theii· taxes 
for that year, the~ will extend their payment-· until DecembeJ.•, 
and the Go,ernment in the meantime will have to is ue ceJ.·­
tificates of indebtedness in unticipntion of these payments. On 
tllese certificates of indebtedness, the face of which will be 
about $2;000,~00,000, the average interest will be at least 1 per 
cent, so that it will mean an interest, taking into account the 
time for which it will run, charge of . 20,000,000, which will 
amount to a bonus to the taxpayer. The little taxpayer will 
pay his ltaxes in cash, without taking -advantage ·Of these ex­
tensi-on provi ions, and it is Qnly the coneerns with big amounts 
involved that will be benefited. 

RELIEF FOR SMALL COltPOTilliONS. 

The House bill and the pending bill contain provisions except­
ing certain corporations from the rates of taxation provided un­
der the brackets of the war excess-profits tax. In discussing 
some of the " cushion " provisions I called attention to a few 
of these, and I will not again cover that ground. 

The House bill would tax a corporation with an invested capital 
of not more than $25,000, 35 per cent of its net income in excess 
~f $3,900. This was the same rate it applied to other corpora­
tions by the .first exce§s-pro.fits bracket, but in the case of other 
corporations the rate is limited to apply to profits not in excess 
of 15 per cent of the capital plus that $3,000 exemption. 

In the case of '.corporations with a capital of more than $25,000, 
but not more than $50,000, the rate of taxation as fixed by the 
House bill is 40 per cent of the net income, less a specific deduc­
:tion of $3,000. Under the terms of the House bill, with a spe­
cific ex-emption of 3,000, plus 8 per cent earning allowed upon 
the capital, there eems to b:e no reason why corporations of 
this ch'l.ss should not take tlie same rates as other corporations. 
. The pending bill provides that the war excess-profits tax on 
corporations hall in no case be more than -30 pe1· cent of the net 
income in exce s of $20,000. This is E. cushion unnecessary, un­
justifiable, because it permits corporations to retain inordinately 
Jarge profits, though made out of wru·, and it is stricken from 
the substitute bill. 

The substitute bill restores the House section which limits the 
tax which may be levied on personal service corporations to 20 
per cent of its net income, but makes an exception in that it . 
.shall not apply to a corporation with a capital of more than 
$100,000, .50 per cent of the gross income of which consists of 
gains or profits deJ.·ived from purchase, sale, or commissions 
from Go,ernment contracts. In such ease, under the provision 
of the House bill, these corporations would be taxed on their 
profits as are other corporations. 

The pending bill strikes (JUt the Hou e limitation and would 
:also write into law a rule dividing the income of a corporation 
partly derived from capital and partly derived from pe1·sonal . 
service, and the tax rate is computed on that portion of the in­
come earned by capHal provided 30 per cent of the income is 
derived from personal service. Then the rate based on a part 
is applied to the whole income. This is a cushion which will . 
permit many contracting <:·orporations that have made large 
profits out of Government .contracts to escape payment of just 
war excess profits at the same rate as other corporations th-at 
have made such profits. 

The substitute bill recurs to the language of the House bill 
with its specific limitation, as this will afford all the •• relief" 
that any personal-service corporation should be entitled to, r 

. while at the same time it will protect the Government in the 
revenues which it should justly have out -of war contracts. In 
connection with the consideration of this item it should be 
borne in mind that the Government was compelled to pay 
high prices on these contracts. It accepted these high prices 
because in the first place it desired the work to be done 
quickly and it did not have time to haggle as to prices, and in . 
the second place because, as it was stated and as it appeared 1 

in the public press over and over again, the Government counted 
.upon getting back a large share of these excessive prices through 
the means of a stiff and uncompromising war tax. 

CHANGES MADE BY THEl SUBSTITUTE BILL. 

The substitute bill follows the general form of the House bill 
.UP to the tax on beverages. It restores the House rates on 
estate taxes and a strikln.g out of the inheritance tax as it has 
been written in by the Senate committee. 
· The tax on transportation and other 1:acil itics, telephone and 
telegraph messages as contained in the B nn~;e bill and in the 
pending bill, are not in the substitute bill. 

The tax on insurance in the substituJ d bill follows the . 
language and rates of the House bi11. 

The tax on beverages and on tobacco n.nd cigars is the same 
lA the substitute bill and in the pending bill! 

The tax on admi ions and dues follows the language and 
rate of the pending bill. 

The excise taxe. carried tmder Title IX of the pending bill 
are included in the st1bstitute bill, but in addition thereto the 
sub titute bill restores the tax upon luxurie a this tax pas ed 
the House. 

The special taxes under Title X of the pending bill · are re­
tained in the substitute bill, as are also the stamp taxes of 
Title XI. 

The tax on employment of child labor is included in the substi­
tute bill, as are also the general administrative provisions of 
Title XIII. 

The general provisions of Title XIV are included in the 
substitute bill, with the exception that there is stricken there­
from the amendment to section 1101, which would repeal the 
existing law with respect to fourth-class mail matter. 

The foregoing is a brief summary of the differences behveen 
the pending bill and the substitute. The result of the e changes 
is to take some of the burden · off the men of small incomes and 
place it where it properly belongs-on the larger incomes. 

The substitute bill increases lllllteJ.·ially the amount of reve­
nue which will be collected under the war exce -profits tax. It 
is estimated that the rates of the pending bill will produce 
$2,400,000,000 of war excess-profits revenue., while by the sub­
stitute bill there will be raised under this heading at least 
$3,200,000,000, an increase of $800,000,000. 

Every dollar of this reYenue will be taken from concerns that 
have been piling up abnormally high profits, ..,.vhether these 
profits are what may be strictly termed war profits or me1·ely 
the exce s profits, over a reasonable return on bu ·ine . 

The substitute bill, by restoring the House pronsions with 
respect to estate taxes, will be capable of producing an e rt:i­
mated revenue of 110,000,000 under this head-an increase of 
$88,000,000. 

The substitute bill, under the heading of special taxes, is esti­
mated to produce $262,805,000, as against $77,805,000, than the 
rates of the Senate bill under this heading would produce. The 
reason of this is that · there are restored to the bill alI of the lux­
ury taxes that were eliminated by the Senate committee. Since 
I dictated that paragraph I belie'fe the Senate has incorporated 
the 1 u..."mry tax in the bill. 

Mr. THO:MAS. And reduced the amount to 10 per cent. 
Afr. LA FOLLETTE. Yes; and has cut the amount in two 

the amount that would be secured under the House rates; but 
I have put it into this sub titute at the ·full amount of 20 per 
cent. By placing these taxes back in the bill a gain in revenue 
will be made amounting to $185,000,000. 

It is from these items alone, the income tax, war excess-profits 
tax, estate tax, an-d luxury taxes, that the substitute bill in­
creases in revenue are derived. 

By eliminating the tax upon freight bills, passenger ticket.c;;, 
express and parcel-post packages, telegraph and telephone mes­
sages, as will be done if the substitute bill is adopted, there 
would be a loss in revenue upon thi one hea.d of $!.!19.000,000. 

But when all the changes are made by the sub titute-and 
every change it proposes is for the purpose of placing the ta.."< 
where it bel9ngs, on wealth :md lu.Xuries that can well afford 
to bear the tax, and by taking a little ofl: the poor-the 
total increase in revenue under the ·substitute bill would be 
$1,234,510,000. 

I submit and ask to have printed in the RKconn a table show­
ing the estimated revenue for the 12-month period unuer the 
pending bill and the substitute. The e e timates were prepared 
by the Treasury expert . 

The PRESIDING OFFICER. ·without objection, it i • so or­
dered. 

The matter refeiTed to is as follows: 
Estimated ra;enues ander th.e Scnat£ bill and the La FoUrtt£ substitute compared for U. 

month period. 

Income taxes: 
Normal. ........ ~ •. _ ••••••.••••.•••••• _.·- ...... . 
Surtax .•....•...•• ······-······- -···· · ..... ·-···· 
Corporation tax ................................ .. 
War excess-profit tax ..... . _ ..................... . 

Estate or inheritance taxes •• __ •• _ •••• ·~ ••••.•••.••••• 
Transportation facilities ..... ·-··········· .. ···-····--
Insurance •... ... ...•..•. •. ···-· ••. _ .••• __ ._ ......... . 
Admissions and du.es. ·····-········-·····-·········· 
Excise taxes. ..•.. ·- .. -···-·····--··-·· •• -·-··--·· •••• Be-verages •....•...••••••••••• __ ......... _ ••• _ .••••••• 
Tobacco and cigars .................................. . 
Special (luxnry taxes) ............................... . 
Stamptaxes .....•...•••.• -••• _ ...................... . 
Floor taxes ......... ·--··· ................. ........... . 

Senate bill. bill I 
Substitute 

14,000,000 
1,01 ,000,000 

772,000,000 
2, 400,000, 000 

22,000,000 
219, ooo. 000 
17,000,000 
54,000, 000 

1 '53.5, 000 
75,000,000 

240,000,000 
77,805,000 
31,000,000 
70,000,000 

S70, 000, OOl 
1, 714,510, OOJ 

700, 000, 000 
3,200,000,000 

110,000, ()!)() 

····i7:ooo;oo5 
54,000,003 

198, 53.5, 000 
75,000,000 

240,600,000 
77,805,000 
31,000,000 
70,000,003 

Total..·-·-···························-········- 5,~,940,000 6, 743,450,000 
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WAR EXCESS-PROFITS T.\X: OF SUBSTITCTE. 

~lr. LA FOLLETTE. The computations presented baYe been 
submitted to the Treasury expert-in fact, the estimates were 
prepared by him. I am willing that these estimates should 
stand as the mea.sure of the revenue-producing power of the 
substitute bill. 

.At the same time, in fairness to the Senate, I must express 
the belief that the revenue that would be derived tmder the 
war-profits bracket would be larger than the estimate. 

1\fy reasons for this belief ·are the following : 
The estimated revenue under the war excess-profits tax as it 

passed the House was $3,200,000,000. The substitute bill has 
practically the House bi11 rates, but does not permit a corpora­
tion taxed under the war-profits method a specifi-c exemption of 
$3,000, as does the House bill. , 

It appears to me that the striking out of this exemption must 
result in a large increase in the revenue that would be derh·ed 
from war profits. 

The 1916 statistics of income, the latest available, show there 
were 341,253 corporations that made returns of taxable income. 
This number has greatly increased since that time. It is esti­
mated that this increase is almost 25 per cent, and that there 
are now about 400,000 corporations in the United States. 

.Assuming that of these 250,000, or little more than half, 
would pay a tax under the war-profits bracket, it would mean 
that 250,000 corporations would ea-ch receive under the substi­
tute bill a deduction less by $3,000 than under the Senate or 
the House bill. In other words, the rates of the substitute bill 
would apply to $750,000,000 more profits than are taxed under 
the pending or the House bill. 

Seven hundred and fifty million dollars of profits additional 
to the profits taxed under the war-profits bracket at the rate of 
SO per cent would yield additional revenue of $600,000,000. 

This $600,000,000 added to the estimated $3,200,000,000 would 
bring the total yield of revenue under the war excess-profits tax 
to $3,800,000,000. 

That would amount to a war-profits tax of 76 per cent on the 
estimate of $5,000,000,000 of war profits, and would make the 
substitute bill produce revenue of $1,734,510,000 in excess of the 
revenue estimated to be derived under the pending bill. 

As I said, I have only endeavored to indicate in a brief way 
how these relief provisions will operate. Their effect upon the 
revenues of the Government is clearly indicated by the estimate 
of the amount of war excess profits to be collected under the 
p~dingbilL . 

In the substitute bill, without making too many changes, I 
have endeavored to save, and the provisions of the substitute 
bill will save, to the Government revenue to an amount of from 
$800,000,000 to $1,40(),000,000 out of the tax on war excess profits 
alone. 

l\Ir. President, I have endeavored to present the more objec­
tionable provisions of the pending bill as I view them and to 
remedy in some measure its more serious defects by the sub­
stitute bUt which I have submitted to the consideration of the 
Sen~~ · 

EIERY DOLLAR O.F WAR PROFITS SHOCLD Blll TAKE~. 

· I woulu not have it understood that I regard the substitute 
bill as the best measure that might be drawn to meet present 
requirements. Far from it. A just measure would allow no 
man or corporation to rPtain a dollar of profits made directly 

-out of this war. 
Thousands of letters are coming to us daily from the families 

pf soldiers who are being supported by charity because the Gov­
ernment has failed to pay to these dependent ones the insurance 
and allotments to which they are entitled. 

The suffering resulting is appalling. I make reference to it 
jn this connection solely to remind Senators how near the limit 
of destitution and suffering a great mass of people in this coun­
try are actually living. 

When a family so situated gives up the father and the sons 
to the sen·ice of the Government, they give everything. They 
give all t11eir income when they give the power that produces 
that income. If the rich gave all of their income and loaned 
the Government all of their capital, they would give no more to 
support the n-ar than the hundreds of thousands whose fathers 

·and brothers were taken for this war service. 
I would take every dollar of war profits, leaving business its 

enormous prewar profits and its capital untouched. 
· I would take all of the incomes over enough ta enable the 
o,·yner of the income to support his family in comfort. 

But, sir, I know that such a bill would receiYe little support 
in this body. 

I haYe therefore offered a substitute bill that is far short of 
th(~ rPquirements that justice demands. 

I lle:sire a record vote whenever the Senate is ready to pass 
upon the adoption or rejection of my substitute. 

:\fr. President, in view of the unexpected progress made with 
the cousider::ttion of this bill since it was reported to the Senate 
it appeared that all committee amendments might be disposetl 
of and that :we might reach the parliamentary situation where I 
could present my substitute bill for argument and secure a Yote 
upon it during Saturday's session. As I could avail myself of 
computations already made by the Treasury experts by adopting 
the form of the pending bill with respect to the tax upon exce s 
and war profits, and thus expedite the preparation of my sub­
stitute bill, I prepared my substitute on that basis. 

While not in conformity with my idea oi a properly drafted 
war-revenue bill, I took that course under the circumstances 
and made such changes in the pending bill as would levy a 
higher rate of taxation upon excess profits and would bring 
under the war-profits bracket the actual war profits, without 
any deduction made with respect to a percentage of the capital 
or any specific deduction. 

As the bill was not disposed of in its consideration before 
tho Senate in Committee of the Whole Saturday night, I haYe 
had time to work out a substitute plan for a flat 80 per cent 
war-profits tax. 

That is a variation from the printed substitute, and I am 
now calling attention to it. . _ 

As this flat tax on war profits takes no account of the so­
called excess profits, I have recurred to the provision of the 
House bill taxing the net income of corporations. Under this 
provisio:1 such portion of the net income as is used to pay divi­
dends, the discharge of bonds or other interest-bearing obliga­
tions, and any amount expended to purchase obligations of the 
United States will be taxed at 12 per cent, and all the net 
income in excess of amounts thus e~-pended would be taxed at 
18 per cent. . 

The result of these changes would be ta bring a Yery sub­
stantial increase in the revenue that would be deriYed under 
the bill . 
. It is true that under this plan the profits of a great number 
of concerns that made exceptionally large earnings in the pre­
war period but had no increase in earnings during the taxable 
year would not be subject to quite as high a rate of taxation as 
would those same corporations if taxed under the provisions of 

_the pending bill or the provisions of the House bilL This is be­
cause the substitute as framed makes no provision for the taxa­
tion of excess profits and is based wholly upon the idea that the 
profits that should bear the high rate of taxation for war pur­
po es are the profit.'3 that are made out of war. 

This conforms to the fundamental idea of a war-profits tax. 
It will bear equally upon the large and tl1e small corporations. 
It will touch no corporation that did not make profits out ot 
war. It is ascertained by subtracting the average net income 
of the corporation for the prewar period from the net income 
of the taxable year, and taxing the difference at the rate of SO 
per cent. It is a tax easy to administer. It will take no ton 
except that which should be taken. It would do no harm if it 
was placed as high as 90 per cent or 100 per cent, because the 
corporation would be left an amount equal to its peace-time 
profit. 
. I will say, Mr. Presldenf, as my conception of fair taxation, 
that no dollar of profit should be permitted to accrue to any man 
or to any corporation out of this war. 

As for corporations that did not exist in the prewar period, 
their war profits are to be determined by comparison with the 
war profits · of representative corporations doing a like business • 
.As to corporations that have added or withdrawn new capital," 
they ar~ permitted a deduction plus or minus 10 per cent of 
the capital withdrawn or added. Under the determination with 
respect to the war profits of 1918 and levying an 80 per cent 
tax on same, this substitute would therefore yield -80 ner cent' 
of $5,000,000,000 of war profits, or $4,000,000,000 of reve:::me. 1 

Under the excess and war profits bracket of the pending bill 
it is estimated that the revenue will amount to $2,400,000,000; 
with the ·change which I would make there would be an increase 
in revenue which will amount to $1,400,000,000. 

Mr. KENYON. May I ask the Senator a question? 
Mr. LA FOLLETTE. Certainly. 
1\fr. KENYON. I do not want to break into the Senator's 

line of thought, but he says that there should be no war profits,· 
and he takes 80 per cent of war profits and there is then virtually; 
20 per cent left of the war })l"Ofits. • 

1\Ir. LA FOLLETTE. In saying that there should be no war 
profits I am speaking my personal view. In presenting a bill 
which takes only 80 per cent, I am doing the best I can ''ith the 
Senate. ' 

1\fr. KENYON. The Senator's substitute, tlten, does not take 
all the war profits '1 -

Mr. LA FOLLETTE. No; it takes SO per cent of the war 
profits, and takes it as a flat tax. 
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~rr. President, to effect the neces nry change I have had to 
make· n: few co1.:rections in the pr.lnt of tl1e amendment ill. the 
form: of a sub titute wllkh Senators lun~e before them~ If any 
Senator desires to marR the changes into his copy. ] will submit 
tbem to- the Senate nnd1 Senators will see just what ~hnnges ·1 
ba\c- made in tile pl:"inted amendment which is up-on. their· <le lts. 

The Senator from New York [Mr. WADSWOBTH] with tbo 
Senator frem· New Hamp hire [1\Ir. HoLLIS];· and 

The- s ·enator fton:u Michigan [~11.'. SMITH] with the Senator 
from 1\.fissouri [1\1u. REED}. 

The- result was announced'--yeas 6', na~· 54, as· follows: 

The first of these cha·nge;~ occur a-t the bottom of page 31:. Borah 
Instead of tlle language beginning witli. line: 22, paragraph (a;). Gronna La Follette 

Norris 

YEAS-G. 

Nugent "\:a ruuman 

1 have> recurrecfl to tlle language· in the House' bm,. w.bi"Ch wilt l>e 
found on the ~opy of the pending bill begilmjng at line 23' .. page Bnnkhead 
47. I h.:we restor- d· the· mnt.ter tfiere stricken through. d.mvn to . Beckham 

N_A:YS-54!. 

J'ones , N. Mex. 

~~ 
Nelson 
N.ew­
P enrose 
Phelan 

Smoot 
Spencer 
:::lutfierland­
~w.anson 
Thomas· 
Trammell: 

ancl illdudin"' l1he 8,. on. puge· 48. · B'r.a:ndegce. 
1 will r~a.<l int? the REeoRD, 1\Iu. Presi~eut;. the change made ~Y. : ~=~ 

the substitute tn11. At ]!)age 31, after lme 21, ] ha-ve· adde<li the : Ft?rnald 

Kirby 
Knox. 
Lenrool! 
Lewis 
Lo<4;e 
l\lcCuml'>er 
MeKeUal" ­
Martin, Ky. 
M:artin, V& 
Mose 
Myers-

foil'<nYing • 
rn case of a dome-stic corporation, !S: per cont of the runoun-t of the 

net income in exce. s of the credits provided: in- ection 23"6.- Provide<!~ 
Thil.t th~ rate sliaU be 12· peer ce.nt upon, so much. ofr this· amount as 
does net e-xee~d th£! sum of (1): the amount of dividends paid during. 
the taxable year plu (2)- the amoun~ paid during the t~abf:e ~t>a·r out 
of ea:r.nings· or profits in dischurge: ot bonds; and ot:her wter st­
bearing obligations outstanding prior to the beginning of the L'Uable 
yeu.r pins (3) the amount paicL during the taxable year in the purchase 
of· obligati'ons of the United States issued after S.epteml>er 1, 1915' .. 

In section 301, page 54 o:£ the sub titute bill, in line 16 and 
11-· I. have· stricken out the matter whlchl occurs in parentheses; 
rn.'Iine.19, all after the words "equal to," and the balance of page 
54 and page 55', down to and including tbe word "' whlch/'' on 
line 9 · al o aU. after the parenthe is in. line Ji:E down to an<l 
incluru'ng liue 19; on page 56, line 9, after- the word· ·_~· be;.,. in~ 

- sertin" the. words "10 per cent n;. on. page 5T strike out. tines 
7., 8, 9,: 10. and 11 ; on page 62, in: line 21, strike ou~ all a_f.ter 
the word "cnpital ,.. where ft occurs in the center of: the line~ 
also lines 22 an<l23 down to and including the words ""trade-or 
busines ,~· in line 24 .. 

With the e changes the language of tfie substitute bill .as I 
introduced it on December 19, and as I offer it now, a..re iden­
ticn1 . o t11at Senators may \e y· easily follow· these changes 
anu. wiil appreeiate that; ~h11e I make a change· in the: corpora­
ti.ou ta.x; an<J; in the 'rnr excess-profits tax:.. the. body of the 
substitute bill remains- as it was introduced!.. 

The PRESIDING OFFICER [1\Ir.. McKELLAR in. the chair]~ 
The que tion is upon the adoption of the amendment effered as 
a substitute by the senator from. Wisconsfn. 

1\lr. LA FOLLETTE.. Upon that I ask. for a reeord \':Ote-. 
The yea · and nays were ordered, and the SeePetary prO" 

ceeded to call the. roll. -
1\lr. JONES of Washington (when. hi: ; name was called). l 

am paired with tile· senim.: Senator from Louisiana [l\:1.r. RANs­
DELL]. and the-refore withhold my vote. u-at. Ube1:ty to vot~, I 
should vote " yea." 

1\lr. KENDRICK (when his name w.as called). l transfer my 
pair with the Senator from New 1\Iexic.o· (1\Ir~ FALL]J to the 
Senator from Montana [1\fr. WALSH] and vote "nay.:• 

Mr. NEW €when his. name w.as called-). I have m pair with 
th-e. junio-Y Senatot• from Louisiana [1\lr. G Y] r Transferring. 
that pair to the senior Senator from New Jersey [Mr. FRELniG­
HUYSENL I vote-" nay:• 

l\11'. SAULSBURY (when his name was• eD.lieu,) ~ l\Iy general 
pair- with the senior Senator- from Rhode Is1:and [_Mr~ COLT}1 
does not app]:y to tl1is: proposal. I there:t:ore vote , .. wy:• 

~11::. TOWNSE:..,"-1~} (w.hen his nnme was called)·. l lla·ve· a 
J?a.ir' with ille se.ru..or Senator- fram Arkansas- (Mr: Ronrnso...~], 
who. is' ab eut I therefor e withhold IDN oteK 
· The rolt eull vn.LS concluded. 

l\lr. GERRY. I. h:t-ve a general pair ·with! th juni-or~ Senator 
from New· Yock ~1\fr-~ CALDEn.} I . h-a.nsfe-I: that pair to the senior 
~nato1: fro-m. Nevada. [Mli~ PITTMAN} and vete ''-nay~" 

~ hT. MYERS-. r transfer my pill with the· Senator from 
Connecticut [lUr. kicLE.aN]. to; the Senater from. Texas [1\Ir. 
CuLnEnso ""l and vote •• n-ay!" 

Mr. STERLL"iG.. Announcing lli3I pale with the S-enator 
from South Carolina [Mr. SMITH], arul uot knmving how he 
would voL on this. qu-estio~. I withhold. my vote. 

Mr. BRA.l\TDEGEE. I am J;laired! with the; senior Senator 
from. 'l"ennessee (1\Ir: SHIELDS].. lf b'ttnSfer tha..t parr- ta the 
j:nniou Serrato· from New Jersey [Mr:. BAIRD]! and vot~ '-'nay..:~ 
~ ~rr. SMOOT:. I <IeslJre to- announee the una-void-ab-le, ab enee 

on account of illness of the Sen.a_1!o..rr from KansaS' f1\lJ.:. CuRTisi. 
Ire- i p:;t;irec.T with the- Senator from Georgia [MY. HARDWICK]. 

, fv. LODGE. I have been_ r-equested to- annGunce the fo-l-
lm~·i11g pairs: 

Tlle Senator from ·west Virginia [1\fr. GoFF] with the Sen­
at<·lt' from Oklahomlll ~MF. OWEN}; 

The Senator from Illinois [Mr. SHEBMAN]l with the Senato-r 
from Kan as [Mr. THOMPSO ,J; 

Fletcher 
ll'rance 

· Gerry 
Iaale 
Harding 
He nd-erson. 
Hltcli:cock 

. Johnson, S:. Dnk. 

ointfext'.cr 
Pollo1:k 
PrunPrene. 
Saulsbury 
Shafrotll. 

b;eppard 
immous 

8mith. Ariz. 
Smith, ~a. 
Smi"n· M'd: 

NOT· V.OTING'-36. 
Ashurst Gay lUcLI!an. 
Baird Gotr' MeNary 

t Calder · Gore, Overman; 
'olt Ha vdwi«k Ow~mt 

· €ulllecson: Hollis Page 
Cmnmins .Joll:nson, ~al. Pittman· 
Curtis J ·one. Ww1i. Ran~dell 
Fall Ki!u.yon. RPed 
Fr:el!ngh.uysen: King RolH'ns.on. 

So 1\Ir. LA FoLLETTE's amendrnent.. in the 
stitute, was rejected. 

Ducfe1:wuo.d 
Warren 
Wat. on. 
WeekSJ 

. Wl111runs 
\V.oJ cot~ 

Sherman 
hiC'lds 

o.:lnitlli.Mlch. 
::3mit<h, S.C. 

terllng­
Tbompoon 
Townsend:. 
Wad. worth 
Walsh 

nature of. a 

lllr~ THOl\lA.S~ l\llr. Pre idcnt, th' morning a motion whfch 
I made- to strike out. three lines oru pag 123 was accepted. by 
the cemmittee. Uy. attentien has- been cal1ed' to- the iuenticnr 
language oa pao-e 128, beginning on. liae 7: and erullng witll 
line 9. I ask that that may arso be strieken out. 

Tbe PRESIDING OE1E'ICER.. The Senator· from Colora;do 
offers an amendment, which will be stated'. 

The SECRET.AI-.Y. Qn_ pa·ge. 128, line 7,_ it is p11opo e<l to stril~e. 
out: " and to the· extent of the· ex.ce over ~25,000 of tile 
amount receivaoie by any benefici::u;~ as insuraaee nnuer 
polieies t:ili:en out by· the deeedent upoUJ his own life." 

Mr. Sll\1l\10NS. ·r accept tbe amendment. 
The PRESIDING OFFICER. '!'he que tion is on agreeing_ 

to tlie amendment offered by tlie Senator from Colmmllo1 
The amendment wa . agreed te 
1\Ir. KING. I send t:o the desk the following nmen<1ment. l 

have submittect it to. the cllafrman oli the: committee· andJ it ha 
re.eeived some in"\iestigatiom I tnink he will accept the amendi. 
ment. 

The SECRETARY. On pll.ge' 278,. after Lin 7, insert: 
Siilc. 1407.. Tba.t it haJt be- tbe duty. of. every inotviuual partnership' 

and: corpor.ation, which, since the. 6th day of April, 1.!)1.7 ~ h.as entered 
into any contract, undertaking, agreement , or tranR.'lction. with the 
llJnited States, or with, an agency, officel'; or:- eommis ion of the Uni'te(li 
States, or with any other person, partnership. or corporation having coiL­
tract relations with· the United, States-, for. th performan.ce of any work 
or for the suJ_)plying of any materials or property for the u~P of or for 
tbe aeeount o.f th United= States to- file- with the·· Commis loner of 
lnternal Revenue and with the- Attorn-ey- Generu:l, within· 601 11:1 '!' aft c: 
the pas. age- of tfi:is a.ct, . n. teo~ and correct copy of every such contract:.­
undertaid.ng, agreement, or transacfion, torretber with• a true,. accuratP, 
an{]. complete- statemen1l of all wol'k and! labor pe.t:formed and material~ 
and property supplied, and an account of all moneys or oth~r thing-. oll 
vaJlle received, expenses incurred,, and profits m:nilc and· veallzeu· f·rom 
such. contract, undectuR:Ing; agrel:'lllent:; or tran&-action. 

SEc. 1:408. That in ca es· wher tfie worlt to be pprforme<l or H1c 
material to , be: supplied shaH not hav.e been· completed> withiru G() 
days niter the passage of this net, a furtlHH.: und supplementary state­
ment covering the same matters and' to the- a.mc etrect a h.et.: inbeforo 
prescribed' shall' be filed with tl'le Commi sfoner· of lnternaJ: Revenue 
and with: the· .Attorney General within GO days. af.ter· th~· eompletion. 
of. such contrnet; undertaki.n~ .. agreement, or a:nBactlon. 

SEC, I409. Tbat during t he pendency of. the pr SI'Dt tate of war 
evet·y individual, partnership, and Cl•l'pora tiou, which shall! bereaftau 
enter int o a:ny contl!act. undertaking. agreement, er trau~a.ction with 
th~ llJnited States, or witlL any agency, offi.cer, !tr commission of the 
United. States·, or with any- other person:, partnership, or corporation 

· having, contract relation with the Unfted ;'tate , for the yorf<n·man(' 
· ot ll:DY wot:k a:nd! for the supplying of any materials or pt·operty f-ov 

the use ot or fru· the- :wcount of the nited States. shaQ immediately 
file roth the Commi ·sioner of Jntemfl1 Revenue anc.l with the Attorney 
General a true, corl'ect, ana complete copy of ev~,>ry uc11- con b.-act .. undPr-­
taking agreement or transaction, and· hall within GO· days after tbe 
completion of SUCh contract, undertaking, agreement, OI: transaction 
file witfi the Commissioner of' Internal ltevenuc. an<l witl\ the . ttorney 
General the sta-tement of work, receipts, expenditures, and profits here~ 
befure> p'l:eseribed. 

SEC. 1410; That if such contract, undru:takin...,. agreement, or tr~n • 
action requil:es the performa.nce or work' or the supplying of matermls 
or property for a period ertendin~ beyond· one· year, tb·en the statement 
hereinbefore prescribed shall be filed with the Commi sionec of Internal 
Revenru and with the .A.ttoxney General on I'Jr befol'e the 1st day of 
.January in each and even year during the continuance of such con­
tract, unde1·taking, agreement, G1" transaction,_ andl upon t1ie completio 
of snell. crurtract. undertaking,. agre.em.ent, or tra.nsaction the statement 
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o:f ~rk, t·e. erupts, exp~dltnres, and .'pr~, lrel'einbc.fore _pxescribetl, J 'Senate the •Other ·day •when \Ve had the zone -system under COli· 
-shall Utkewise. be :tll.ed Wl th :the Colll1Illiffiione1 af •lnte:wal Jtc.ven.ue .and sideration 1.t w:'?"l t""ke ·me nnly . m· t mh ·s t le~ 'the Attorney Genera:!. . • u "" ' v a Inu e. :L e ena e was u. 

SEc . .rt4U. T~at the statement !hereinlJefore -'PI'es~ibed to ,be 'fi1etl ! to believe, and I was also led to believe and made the statement, 
'With ;the CommH>s.umer ·of lntP.rDlll :Re:v.mrne and the .Attorney ·Genentl t that Mr. Penton '\vas pnMisller of the Iron .Age a ma:gnmne 
11hnll in every c~e be -duly verified 1b_;y oa.th >b-Y ·the dn.llividunl 'OT •on I tibllsh d ~ ·N ·""V ' . 
bcllnlf of fhe 'Pilrtnership or .c.o.rpo.ration making 1he same, a.nd .in the 1> e ln - ew <.~.· Ork, 'Und . I took it for gra"llted when the 
ca.soe of a ·partneniliip ·saia statement. .sh-all 'be verifieil by ·one of the , '"Statement ·wus made that :nir. Penton was the rpublisber of tha.'t 
.me:rn;bers of Bnch partnership, and in the cease w.t a eo.rpar:Ition by 'the magazine. A letter was read in the Senate the other day when 
p~es1dent or the manager of such <earporation. h n bl-1.,:: • · • ;,, • 

Bee. 1412. .That a failure to file ;the .statement .refer.re.d to in .sec- 1 we ~au ·~B qnestwn up by tue Senator from Oh10 "[Mr. Po:ME-
ltions 1407 to "l•Hi, inctusi've, ·within the "time :herein p:rovidea shall l RENE] statmg that he, Qf com·se, ""Vel~ much preferred to have an 
.consti.tnte ·a :misdemeanor, rnl;il ev~ -p-el'Son ~ u.trending ·shal.l :be f. increase in fue second-class :postage rates .rn.ther than .nave fu. :e 
rpuniShed by n fine .not exc-eeding $u,OOO Dl' :pn.IJl'ISODJ?lent :not .exceed- first-class ·postaO'e raised from 1 cent to ~3 cecn·:ts The rna a . 
~:t_two years, or by both such ..fine and impr1Sonment. · - . o , ' ·4-L : g z~ • 

;sEC, "14~3. That 1f any ~erson or ·ufficer ·o.r agen't of any corpo.ration 1 was pointed "to 'llS a horrible ·example .of the cost of sec.and-class 
or gartnership shall knowmgly falsely !ffit J:orth ·or state anything in . mail matter to 'the GovelTI11Ilent of the United States." 
~~fd ~ftt=~t ~~~tL 8~ruf~A!~~~r gC:ul;t:~1 .!fs"d~U:a!~ ! My attenti_on has been ·cane~ to the fact ~~t Mr. Penton Js 
mul upon conviction l.bereof shall be ilned 1n :any sum not -exceeding • not the -publis'her of the magazme, has nothing whatever to ·_do 

r- ,000 or I?unished I:!Y 1mprisonment .not exceeding tftve ~ears, or ·by with it, but does publiSh a little magazine in Cleveland Ob.io 
both flUCh iine and impr1somne:nt. h · · 1 ti 1 · th · · d tr ' ' .SEc. .1414. 'fila.t ..all persons employed 1n the .ctv.ll, .military., nrul j ~ ose CliCU a on s m e lll'On m us ~ ·rurunnd Cleveland, ·and 
nn-va'l •establishmenis of -the United 'States wlurse servJces are persone;l l It hardly goes out of the 'first zone. Of course, under the propo­

mu:l rwlJo e duties, offi.ces, and tunctions are :Pl'escribed. 'by 1a:w -shall be t sition he would prefer very greatly to have the rate provided in 
(;2/:t:ii.~ fFom the operation of the pro-viBion of sections 1.;i07 to Utts., ! the present iaw apply to his .magazine l'&ther than to have it 

. · , _ . ! apply to fust-class mail ..matter. 
.Mr. ~IONS. 1J have ~ed that .amendme~ T~l"Y ~ I hrove a copy of the :ma-gamne before .me. .I notice there are 

Clo ely, and ;m~ers of the comnnttee ha:ve also done llikew.1se, 43 pages of reading IIlaiter witb ce1·tain insertions in that read­
.and l will accept lt. . ing matter and 189 pages of .advertisements and this is not the 

.Mr. ::BR.ANDEGEE. ~.Lr. P1·esiden.t, .I -simply waBt .to BlT!k<:res± Christmas edition ' 
in relation to. the amendment for the .CfJDSideration of ~e ..con- 1\fr. iPOl\IE'RENE. 1\lay !I a.sk the Senator til u f th t 
:terence co.rnJmttee, there are tho.usands ·nf ·:peoPle, no doub't, wbo magaztrre? e ume 0 a 
have had TE!lations-with the ;Qover.mnent of a contraetua!l nature . . . . 
-s.ince tbe war .b1·oke out, wno will nat know ·anything about ·the r :M:'· ·Sl\I-:00'1!. I Will state ~a:t the ~aga-zm~ .IS the Iro_n T.nade 
passage of .the bill. The amendment is .in a xevenue act. [t t Review, .~ublished at Clevcla:nd, Ohio. :runs is the ISS~le :o.f 
makes a penal offense for all people who neglect ·for a -per1oo j Dec~mber 19, 1918. I feJ.t: ~at ..I should m~_tllat correctiOn.. 
·of GO 1days after 'the pa sage of 'the mil IDing co:pies •Of tneir ' Mr. POl\fERENE. It .lS .tru~ that a miStake w.as made .lll 
contracts with the i:nternal.:revenne collecto1·~ I suggest 'that · sa~ng that he. "\\as ~onnected WJth .~e Iron ~e, but the Senate 
if adopted-ana I am not opposing it .at..an-the .conference com- •still Jla.s 'not .m:v.es~gat_ed the 'SU~~ect suffiCiently .ta _have t~e 
.roittee should :pro.vlde that the pa1ties having ;tne contracts .facts. .The ·n:.raa,e ~wiew, to _ wliicll the SC?-ator refe1Ted, IS 
.llould in some way .be -notified by the 'Government that this 1s 'one _of ~he pulili.catlons. 1\Ir. :P-ent&n has ,either ,four or five 
required of them. pub1Icati?ns. The s~atement that it is 1imit~d 'in its circuJ..::ltion 

Mr. ·siMl\IONS. Does the Senator understrrnd that ·tlle .con- : Ito ra .few .uon peop1e m and al:>out Olevela.J?d I_s wholly .gratmtous 
ferees would have authority-to make changes in this pr•ovisien] ! on the part ~f th~ Sena~or from Utall. rt IS not the fact. It 

.. fr. BRANDEGEE. I hope so. At any rat-e ·if they can :not : has ~ very Wide •Cll'culation throughout the ~ounti.-y_. 
lo it they ,.can .not; but [ .suggest if it is -possiljle they sllould : . . :~~li:._SMOOT. l: .make the:statementJ: de, mrelation to where 
do so, because the1·e are many people wno 'are not 11Sed to <leal- : It 18 ~rcula.ted, 'from ~.t;nen who .have sent :to me 1he informat~on.; 
ing with the Government and have made contracts of a -small l .and af .the Senator wan.ts to "know w1w they ru·e I can tell him 
nature who will never "know about this measure, and ·they :may ' exactly who tb.ey are. . 
be the -victims of 'blackmail and serious oppre sion unless 1\lr. POMERENE. It IS not neaes a.I.:y to tell .me -who they 
they are notified, and they should be notified. are. J ·~ow .Mr . .P.ento~ and I know -he is ane of the relia:ble 

Mr. · SIMMONS. The purpose of the amendment is undotibt- .men Gf itllis eonnti:y, ,nnd he is not .a .Democr.at, !but he is a Re-
.edJy good. -publican 1Who ·b~iev~ in paying his way without getting his 

The PRESIDING OFFICER. The question is on the amend- hand in the pubbc till. 
ment offered by the Senator fcom Utab. TJ1e P..RESIDING OF..FICER. The question is o.n concurring 

The amendment was agreed to. l in :what .is_Jmown ~as the :zone _postril ,amendment. 
The PRESIDING OFFICER. The .bill is -still 'in 'Oommittee , :Mr. POMERENE. ..I aSk .far the -yeas .ru:ill nays . 

.of the Whole, a:nd open to amendment. If there ·be .no further : ~ yeas .and ..nays were ordered. 
amendment as in Committee of the Whole the bill will 'be re- 1 Mr. HITCHCOCK~ I should 1ike to ·have the Chair tate 
ported to the Senate. ' 1 ;what the . amendment Js. . . . 

The bill was Teported to the Senate as amended. 1 The SEc~ On page 276, .line 22, msert secbon ll..402. 
The PRESIDING OFFICER. The question is on conc.urrinu i ~e ERE.SIDING O..F.FlO.ER. The Secretary -will call the ro11 

in the amenfunents made ·as in Committee ·of the Whole. o l .nn ·concm·.:ctng iil the amendment made as in Committee of the 
Mr. POl\lERENE. I reserved the other day :the right to ha-ve i Whol~. . 

a separate vote in the Sen. ate on the amendment Telaiing .to the I' The. Secretary :Proceeded to call the .I'oll. 
zoue system, to wit, section 1101 of the bill. I ·a-sk 'tbat ·that Mr. GERRY ('When liis :name ·was caBed). Making the same 
matter may be submitted to the Senate. announcement .as .on :the last vote 1 vote "nay." 

The PRESIDING OFFICER. Without objection, all the Mr. J<:>NES of Waslrirlgton (wllen .h:iB "lmme was called). As 
other amendments to the bill that have been agreed to in Oom- · .heretofore .ann~mnced Y :am _paired with the senior :Senator from 
mittee of the Whole will be concurred in. They ru·e eoncnrned I Lmrisia.na [Mr.. RANSDELL] and 1WithhDla my 'Vote. 
in. The question now is on concurring in the amendment re- M.r. MiYEBS (when .his :name was ·called). I make the same 
ser-ved by .the Senator from<>hio, which the Seereta:ry\Vill ·state. , ·transfer {)f IDN" pair :tlrai: I announced on ·tbe last \ote and vote 

The SEcnETABY. On page 277, insert section 110~ in the 1ollow- ! " nay." 
ing "\\Ords: .Mr. NEW (when ills Jlll.1Ile was .called)~ Announcing i:he same 

S~c. 1.101. That on nna after :Tuly .1, 191!>, 'the .rates of postage .on Jlllir and transl:Br ·as an :the Pl'~vious vote .of ito-:d_ay I :v.ote "yea." 
-publications entered as econd-c1ass matter (tncludin.,. sample coJJies i:o . MJ.~ "J?OWNSEND (when h1s .ll:ame was called). Making the 
the. extent of 10 per cent ,of the weight of eopies mailed to 'Bllbs.ctihers ' .sa111e announcement of ;the Jtransfer of my 'nair I -vote "yea " 
durmg the calendar year) when sent by tbe publisher thePe.of fi:om ±he ~ · · 
post office of publication or other post o1fi.ce or ·w.hen sent =by a .news . ~-roll call was eoncluded. 
agent to actual subseribel's thereto, or ·to other news agents for "the. pur- .Mr. GERRY :('after .'lJav.ing voted in the negative). I vote<! 
p~se. of sale, shall be 1 cent per ponnc:J or fraction thereof for .detiv&y 'UDder a misapprelumsion I change my ·vote from " nay " to 
:w1thin the .first .and second zones applicnble to fourth-class .matter, :and ' " · , ' < 
"1! cents per pound or fra.c.tlon thereoi .for delivery within .any other · yea. 
zone. . . _ ' I am informed that the Senator from New York [Mr. CALDER], 

(c) ThiS section shall take effect J"uJ:y ~. 1919· 'With whom I am ·paired, -would vote as I do and therefore I do 
1\lr. POMERENE. This is the .amendment repe.a.li.Ilg tire ])res- .not need to make a transfer. ' 

ent zone system a~ ~.Ppli~d to se~n?-c1ass maiL I 'lliink Sen- 1\fr. STERLING. 1 announce my pair as on the 'Previous -vok. 
.a tors are fully familiar Wlth :what l.S 1.nvolved, _and I do 'Dot care and I transfer that ·pair to the Senator -from Oregon {Mr. Me­
to occupy .the time of the Senate to say anything "further ·upon it. NARYj and vote. J: vote '~ea." 
:I ask for 'the yeas ·and nays upon concurring in the amendment. Mr. 'BR.."\NDIDGEE ,(nfter .having voted 1n i:11e affirmative). I 

Mr. SMOOT. 1\Ir. President, I .feel :that l ought .to make -a omitted to state that 1I .ma.ue the ·same transfer of my pair on 
eorrection in the statement that I nm.de on the ilom· of 'the . this vote .that [ did on the previous ooo. 
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Mr. SIMMONS (after having voted in the affirmative). I wish 
to inquire whether the Senator from Minnesota [Mr. KELLOGG] 
has voted. 

The PRESIDING OFFICER. He has not voted. 
Mr. SIMMONS. I have a pair with that Senator, which I 

transfer to the Senator from Nevada [Mr. PITTMAN] and let 
my vote stand. · 

The result was announced-yeas 41, nays 22, as follows: 
YEAS-41. 

Bankhead 
Borah 
Brande gee 
Chamberlain 
Dillingham 

.Fernald 
Fletcher 
France 
Gerry 
Hale 
Harding 

Henderson 
Hitchcock 
Johnson, Cal. 
Jones, N.Mex. 
Kendrick 
Knox 
Lewis 
Lodge 
McCumber 
Martin, Va. 
Moses 

Nelson 
New 
Penrose 
Phelan 
Poindexter 
Saulsbury 
Simmons 
Smith, Ga. 
Smith, Md. 
Smoot 
Spencer 

NAYS-22. 
Beckham La Follette 
Gronna Lenroot 
Johnson, S.Dak. McKellar 
Kenyon Martin, Ky. 
King Myers 
Kirb_y Norris 

Nugent 
Pollock 
Pomerene 
Shafroth 
Sheppard 
Smith, Ariz. 

NOT VOTING-33. 
Ashurst Gay Overman 
Baird Goff Owen 
Calder Gore Page 
Colt Hardwick Pittman 
Culberson Holiis Ransdell 
Cummins Jones, Wash. Reed 
Curtis Kellogg Robinson 
Fall McLean Sherman 
Frelinghuysen McNary Shi-elds 

So the amendment was concurred in. 

Sterling 
Swanson 
Underwood 
Warren 
Watson 
Weeks 
Williams 
Wolcott 

Sutherland 
Thomas 
Trammell · 
Vardaman 

Smith, Mich. 
Smith, S.C. 
Thompson 
Townsend 
Wadsworth 
Walsh 

1\Ir. SIMMONS. I ask unanimous consent that the Secretary 
be autholized to adjust the numbers of sections and subsections. 

The PRESIDING OFFICER. Without objection, it is so 
ordered. · 

M:r. SPENCER. I offer the following amendment to· the bill 
in the Senate. 

The PRESIDING OFFICER. It will be stated. 
The SECRETARY. On page 197, line 2, strike out the figure 

"10" and substitute in lieu thereof the figure ".5." 
Mr. SIMMONS. I desire to inquire whether the Senator 

from Missouri reserved that amendment. 
Mr. SPENCER. I did not. 
Mi·. SIMMONS. Very well. I will make no objection. 
The PRESIDING OFFICER. The question is on the amend-

ment of the Senator from Missouri to the amendment of the 
committee. 

Mr. SPENCER. Mr. President, nothing except a real sincere 
belief that there is an existing inequality could move me at this 
time to take a single moment. The Senate has agreed to the 
reduction of the tax upon jewelry from 10 per cent to 5 per cent. 
Every article of jewelry-- · 

Mr. SIMMONS. 1\fr. President, at the request of a number of 
Senntors on the committee I will accept the amendment. . 

Mr. THOMAS. I object. My objection is based upon the 
fact that representatives of the fur industry appeared before 
the committee and expressed themselves dissatisfied with the 
rate that the committee reported in the bill. If we are going to 
tax pantaloons and silk stockings, and so forth, 10 per cent as 
Ia~u-ies, we should also place a similar tax on furs as luxuries. 

The PRESIDING OFFICER. Confusion has arisen by reason 
of the fact that all the Senate committee amendments made as 
in Committee of the Whole were concurred in, and in order to 
have this amendment adopted the Senator from Missouri will 
have to ask for a reconsideration of the vote. It grew out of 
inadvertence I know on his part. 

:Mr. SIMMONS. I ask that the amendment be reconsidered. 
The PRESIDING OFFICER. Without objection it will be 

reconsidered. The question now is upon the amendment of 
the Senator from Missouri to the amendment of the committee. 

l\Ir. GRONNA. I ask that the amendment may be read. 
The PRESIDING OFFICER. The amendment will be read. 
The SECRETARY. On page 197, line 2, strike out the figure 

"10" and sub titute in lieu thereof the figure "5," so as to 
read: 

(18) Articles made out of any fur, or articles of which fur is the 
component material of chief value, 10 per cent. 

The amendment to the amendment proposes to strike out 
' 0" and insert "5," so .as to read 5 per cent. 

Mi·. GRONNA. Mr. President, I do not know that I par­
ticularly care to discuss this amendment, but I have occupied 
no time in the discussion of this measure, and I simply wish to 
·say that l agree with what the Senator from California [Mr. 
JoHNSON] well said to-day, that the action of the Committee 

on Finance is an indorsement of the 17 Members who fought 
for an increased rate on excess profits last year. I did take 
some time last year to explain my position as to the rates on 
excess war profits. I then stated that no man who was known 
to be a financier even in a · small way would carry on his busi­
ness in the manner that we were proposing to conduct the busi­
ness of the Government. I restate now that no man who is 
worth a ~lion dollars would borrow and mortgage his plant 
for two-thirds of that sum, as we are ·now proposing to do only 
on a vastly greater scale in the case of the Government. .He 
would realize that that would reduce the value of his securities 
the same as a similar procedure would depreciate the value of 
the bonds of the Government. 

· Mr. President, those of us who stated last year that we be­
lieved that the rates then imposed were insufficient were char­
acterized as disloyal and pro-German. The chairman of the 
committee acknowledged here on the :floor in making his excel­
lent speech the other day that unless this bill were passed be­
fore ~he end of this year the Government would lose $2,000,000,-
000 m revenue. The rates imposed in this bill are not any 
more excessive than the rates proposed by the minority of 17 
Senators last year; and if we are to lose $2,000,000,000 in the 
event this new bill is not enacted during this year, then we 
have reason to suppose that we would have collected more than 
$2,000,000,000 if the amendment proposed by the Senator from 
California and supported by the other 16 Members of the Senate 
had been agreed to a year ago. So the Senator n·om North 
Carolina, the chairman of the Committee on Finance, has also 
indorsed the position which we took a year ago, although at 
that time he made the statement-! think I recollect it dis­
?nctly-that if the increased rates proposed by us then were 
mcorporated in the bill it would disturb business. After the 
chairman made that statement the bill was recommitted to the 
Committee on Finance and the rates nearly doubled. 

I simply wanted to say this much to make plain the fact 
that the Members of the Senate to whom I have referred-17 in 
number, I believe-who then said that from an economic stand­
point it was necessary to increase the e rates, have been in­
dorsed by the Committee on Finance . . 

Mr. KELLOGG. Mr. President, do I understand that the 
chairman of the committee has n,ccepted the amendment as pro­
posed by the Senator from Missouri [1\fr. SPENCER] to the com­
mittee amendment? 

1\Ir. SIMMONS. I did accept the amendment. 
Mr. SMITH of Georgia. Other members of the committee do 

not accept it. -
The PRESIDli~G OFFICER The question is on the amend­

ment oiiered by the Senator from Missouli to the amendment 
of the committee. 

l\!r. SPENCER. I ask for a division. 
The question being put, on a division the amendment to the 

amendment was rejected. 
The PRESIDING OFFICER. The question recurs on the 

amendment of the committee. . 
The amendment of the committee was agreed to. 
The PRESIDING OFFICER. The bill is in the Senate and 

still open to amendment. If there be no further amendment, 
the question is, Shall the amendments be engrossed, an1l the 
bill be read a third time? 

The amendments were ordered to be engro ed and the uill 
to be read a third time. 

The bill was read the third time. 
The PRESIDING OFFICER. The question is, Shall the 

bill pass? 
The bill was pas ed. 
Mr. SIMMONS. I move that the Senate request a conference 

with the House on the bill and amendments, and that the Chair 
appoint the conferees upon the part of the Senate. 

The motion was agreed to ; and the Presiding Officer a p­
pointed Mr. SIMMONS, Mr. ·wiLLIAMs, 1\Ir. SMITH of GeorO'ia, 
Mr. PENROSE, and Mr. LoDGE conferees on the part of the Senn te. 

1\fr. SIMMONS. I move that the bill be reprinted, with the 
Senate amendments numbered. 

The PRESIDING OFFICER. Without objection, it i, o 
ordered. 

Mr. SMOOT. Mr. President, that motion would only carry 
about 1,682 copies, to be distributed all over the United State . 
I ask that an order be made for the printing of the bill ns 
passed by the Senate, with the amendments numbered, the num­
ber of copies that can be printed under the law within the $500 
limitation. I can not now figure as to the exact number, but, 
under the law, we are authorized to print $500 worth; and 
whatever number may be printed within that cost I move be 
printed. 

The PRESIDING OFFICER. The question is on the motion 
of the Senator from Utah. 
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The order was reduced to writing and was agreed to, as fol­

lows: 
Ordered, That there be printed for tbe use of the Senate as many 

copies of the revenue bill (H. R. 12863) as may be within the $1)00 
limitation as is pre :cribed by law, as passed by the Senate. showing the 
amendments of the Senate numbered. 

HDUSE OF REPRESENTATIVES. 
lfoNDAY, December ~3, 1918. 

The House met at 12 o'clock noon. 
The Chaplain, Rev. Henry N. Couden, D. D., offered the 

WOMAN SUFEBAGE. fallowing prayer ; 
Mr. JOl\TES of \Vashington. Mr. President, I desire to sub- Father in heaven, let Thy blessing, like the manna from 

mit a request for unanimous consent. During the last session, heaven, fall into the hearts of all Tlly children and bl~ing them 
jn October last, the Senate voted upon the woman-suffrage joint in harmony with Thee. 
resolution. It failed by a very small vote, and on reconsidera- · May the memories of the past, childhood, youth, with all 
tion, was placed on the calendar. There are several Senators their hallowed associations, fill our hearts with the spirit of 
who have entered the Senate since that time, so that there is the season, that the Christ life may be our life; who taught us 
now a full membership of the Senate, and it seems to me that that it is more blessed to give than to receive; that we may 
the joint resolution could be disposed of without any particular help the needy; strengthen the weak by giving of our substance; 
discussion and without taking very much time. I ask unani- cheer the lonely by our presence; comfort the sorrowing by kind 
mous consent that the Senate proceed to consider that joint words and loving smiles. . 
re olution at 2 o'cloek on .January the- lOth. God grant that the Christ spirit may reign over the earth 

lli. WILLIAMS. l\lr. President, I feel compelled to object now and evermore, that the good that is in man may drive out 
to that request, because we have yery much more important the evil and bring into the world that peace for which all true 
bn iness coming before us. men pray. In His name. Atnen. 

The PUESIDING OFFICER. Objection is made. The Journal of the proceedings of Saturday, December 2~ 
LEAGlJE OF NATIONS FOR PEACE. 1918, was read and approved. 

1\Ir. Silll\10NS. I mo"Ve that the Senate proceed to the con- MESSAGE FBO:ll THE SENATE. 
siueration-- A message from the Senate, by Mr. Waldorf, its enrolling 

, 1\Ir. LEWIS. 1\Ir. President, is the Senator from North Caro- clerk, announced that the Senate had passed bill of the f~Jllow-
lina about to move an adjournment? , ing title, in which the concurrence of the Hou e of Representu-

1\IP. Sll\11\lONS. No; I was going to move an executive se~ ' tives was requested: 
sion. S. 5102. An aet to authorize the . change of name of the 

l\lr. LEWIS. Previous to that may 1 be permitted to make steamer Cha1·lotte G'l·a1:emet Breitung to T. K. Alaher. 
an announcement? Er-."TROLLED BILLS. 

Mr. Sll\IMONS. I yield to the Senator. Mr. LAZARO, from the Committee on :Snrolled Bills, r~ 
Mr. LEWIS. I merely desire to give notice, then, that on · ported that they had examined and found truly enrolled bills 

the next legislative day of our assembly I shall address the of the following titles, when the Speaker signed the same : 
Senate upon the peace terms proposed by the United States H. B.. 12916. An act to provide for the tempoi"UJ.:Y promotion of 
through the President, replying to the criticisms of the Senator commissioned officers of the l\larine Corps ser'\ling with the 
from Pennsylvania [Mr. KNox] and of the Senator from 1\lassa- Army; and _ 
chusetts [1\fr. LoDGE]. · H. R.12945. An act pro\iding for the purchase of uniforms, 

EXECUTIVE SESSION. accouterments, and equipment by officers of the Navy, l\Iarine 
1\Ir. Sll\Il\IONS. I move that the Senate proceed to the con- Corps, and Coast Guard and · mid hipmen at the ~anil 

siuera.tion of executive business. ·· Academy from the Government at CQst. 
The motion was agreed to, and the Senate proceeded to the :MI!\"TL~G cL.A.nrs IN M.ASJL<\. 

consideration of executive business. After five minutes spent Mr. FOSTER. :Ur. Speaker, I a k U1lanimous consent for the 
in executive session the doors were reopened. , present consideration of the resolution which I send to the 

ADJOURNMENT TO THURSDAY. Clerk's desk. 
. Mr. Sll\.Il\IONS. I moYe that the Senate adjourn until The SPEAKER. The gentleman from Illinois asks for the 
Thursday next at 12 o'clock noon. present consideration of the resolution which tb.e Clerk will 

The motion was agreed to; and (at 10 o'clock and 45 minutes . report. 
p. m.) the Senate adjourned until Thursday, December 26, 1918, The Clerk read as follows: 
at 12 o'clock meridian. 

CONFIRMATIONS. 
Exectt.ti.'l/e nominations conjinned by the Senate December P-3 

( legislati'l/e day of Decem bet· 15), 1918. 
REGISTER OF LA.Nn OFFICE. 

Henry P. Andrews to be register of the land office at Sacra­
mento, Ca.l. 

POSTMASTERS. 

PENNSYLV A.NIA.. 

Joseph A. Hanley, Erie. 
George B. 1\f. Ward, Laceyville. 
Margaret C. Brown, Langeloth. 
John A. Waltman, Ma1port. 
J'ohn J'. Roll, Natrona. 
Percy W. Shepard, New Albany. 
Isaac Scarborough, New Hope. 
Edward Ace, Nicholson. 

SOUTH CABOLINA. 

Marie V. Keel, Allendale. 
Fred Mishoe, Greelyville. 
William T. Reynolds, jr., :Mount Pleasant. 
Inez H. Whitlock, Ridgeway. 
Arthur R. Garner, Timmonsville. 

SOUTH DAKOTA. 

Perry H. Clute, Bigstone City. 
Israel R. Krause, Java. 
Arnold Poulsen, Lennox. 

WISCONSIN. 

D01.1glas S. Knight, Bayfield. 
Palmer G. Slauson, Evansville. 
Gustav B. Busting, 1\IayviTie. 
Edward A. Severson, Neenah. 

Joint resolution (H. J. Res. 372) to am-end Senate joint resolution 78, 
approved October 5, 1917, entitled "Joint resolution to suspend re­
quirements of the annual assessment work on mining claim.s during 
the years 1917 and 1918." 
Be 1t reso,ved .• etc., That the provisions of Senate joint resolution ap­

proved October 5, 1917, be amended so as to provide that the tin1e for 
filing notices to hold said mining claims in the Territory of Alaska nlkler 
tlle said resolution be, and the same is hereby. u-tended to the l.st day of 
Apr1J, 1919. 

The SPE.A.KER. Is there objection? 
Mr. MANN. I reserve the right to object. 
Mr. FOSTER. Mr. Speaker, I will state that the word com(>s 

to me through the Delegate from Alaska [Mr. SuLZER] that at 
· this time there is, nnd for some time back thei~ has been, a 
very great prevalence of influenza;. that the mails have been 
stopped and that all tra\el practically has ceased in the Teri'i­
toi·y, at 1east in some part~ of it; and that the e people wh6 
were to file their claims by the ~st of January, 1919, do not now 
have the opportunity to do so. This resolution provides that 
these people may file their <."laims up to tl1e 1st of April, 1919. 
It simply extends the time for filing these notices by three months. 

Mr. :MANN. What are the claims! · 
Ur. FOSTER. They are in Alaska. They apply only to 

Alaska. 
lUr. MANN. What kind of claims are they? 
Mr. FOSTER Mining claims. Senate joint resolution 78 

provided that the asses ment work might be omitted for the 
years 1917 and 1918, but they must file a notice with the 
recorder where the mining claim is 1oeated in order to get the 
beneilts of this law. This will expire on the 1st day of Jan­
uary, 1919. 

Mr. MANN. If, as the gentleman sass, this condition hn.::; 
existed for some time, why have they waited until this ' date 
.and then come in witbout a bill having been introduced? 

Mr. FOSTER~ Well, I will state this: I do not know how 
long it has existed, b-ut, as I understand, it bas been some little 
time since this disease has existed; but I suppo~e thnt in the 
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